DCCOBEVT BESOHE 



BO 176^681 



Bi Oil 828 ' 




College Opportuiiity Act of 1978- Jcint Hearing Before 
the Qo»»i*«te€ en Hu^e Re semises, Ojiite^ states 
Senate |1id>*fee Coaiittee oti ^ducaticn and ,iai)or , 
•S^asTe of' Eepr€S€ntati?es, SiDiEty-f if th Congress, 
Secona Session on 8,^ 2539 (February 1978). 
Congress cf the lashingtofi, D-C« House .\ 

Coa«ittee on Education \and Labor.'; Congres-s o°f the 
li.S,, Washington, 1^1^, senate .ccanitt^e. on Hu^an 
Resources. 
9 Jeb 78 • ^ 

68p.5 For related document see ED .152 192 j Sooe 
^ snail print 

. Superintendent of Bocuiseiits, G. S« Governaent Printing 
Office, Washington, DC 20402 ^ 

,^i!f01/PC03 Plus Post^€. , ' 

College Stncl€Bief~^ligibility; *Faadly Income;' 
Federal Aid; *F66€ral Legislaticn; Goveinaent Scij^ool 
Relationship; .Grants; Higher Education; Loan 
Repayaent ; Hiddle Class College Students; Parental 
Financial Co'ntr ihutiQn; Parochial Schcol Aid; 
Resource Allocations; state Aid; *student Financial 
Aid; *Stu dent Loan Programs ^ 

♦Basic Educational Opportunity Grants; Congress "9 5th; 
*HiddleInc©i€ Student assistance.; la a Credits 



The transcript ' of joint -hearings cn ccllege A 
assistance legislation hefore the Senate Coaiiittee on Hua an Resources 
and the House Coaaittee on Education and Labor is presented. The ' . 
heatings conciern anendaent 0f the Higher Education Act of 1965 ^o 
iiprove the 6a£ic Educatipna^ Opportunity Grant (BECG) prograa. 
Bitnesses included Joseph- A,^^ .^^^^ Jrw, Ernest Boyer, and Hichael' 

C'Keefe« Discussion focu.se'd''?"^^^;" provide or altering aid prograiBS to 



f 



PUB .DATE- 
SdTE ^ • 

■ ■• ' ■ mii-" 

AVAILABLE itO^ 



EDfiS PRICE 
Di^SCRlPTORS 



r 



IDEHIIFI 



iSTSACT 





coipensate aiddle-incoaa isttt^^^ of ^he aid proposed 

thrOTgh'-'the BEOS prograi, 



vould he channeled 
also discussed for 



Increased funding is 
th-e Suppleaental Grants and College Hork-Study 
prograas- Ihe increased funding woul^ be aiaed at faailies idth 
ihcoaes between $8,000 and $16,OOC- -It is estiaated that in 1979 this 
would fli^ an an eligible pool of j6UO,o6o students, acre than doubling 
the nuaber of awards in federal student assistance ^rcgrans froa 3.2 
sillion' in 1978 to aore than 7 till ion in 1979- Also disc ulsed are 
tuition tax credits, aid to . parochial and private schcbls, elementary 
and second'ary schools, loan defaults, and state insured^oan 
agencies- Sever a'l alternative methods of delivering hi^^|^r education 
assistance to aiddle incoa^ students are ailso examined. Also included 
is inf craation on states that are starting their c«n student loan 
(SF) 

f 



agen^hies. 



4^1^:^:11^**4^4^*****************^ ********* *********** ****'*;f^ ****** ********** 

Seproduciions supplied by EDRS are the bes.t that can be aade *. 

froa the original docuaent. , ♦ 

***************************** ************'^*** ****** ****** ************** 



i . X., 

COLLEGE OPPORTUNITY ACt OF 1978 



JOINT HEARING 

BlflFOBS THE 

COMMITTEE ot HUMAN RESOURCES 
UNITED STATES SENATE 

' AND THB 

COMMITTEE 01^ EDifCATION AND MBOE 
HOUSE OP REPEESENTATIVE8 

NINETY-FIFTH CONGRESS 

SECOND SESSION 

'on * 

S. 2539 

TO AMBND THE HIGHER EDUCATION ACT OF 1965 TO IMPROVE 
THE BASIC EDUCATIONAL OPPOKTUNITV GRANTS PROGRAM 
AND FOB OTHER PURPOSES c 

AND RBIiATED BILLS . ^ 



FEBRUARY 9, 1978 



Printed for the |2m of the CJommittee on Human Resources and the House 
Committee on Education and Labor 



°Jf^ -J o 




HABRISON Jl. WILLIAMS, Ift,, < 



RICBSCSds. SGKWsiKEk. Feanaylv*^!* 

JOH\h. 6)iAt^^, RhM« UlAod 
S. t EA^AIC^WA, CftlUorni* 



.nCNNINQS RANDOLPH, Weit Virginia , 
'CL Alio RN£ PELL. RluxU Island * 
EDWARD M. K£N;srKDY, Manachui^tU 
OA YLO ED NSLSON, \¥laoonsi£i 
THOMAS F, SAQLSTON, MUmri 
ALAN CRANSTON, C»Ufemi*' ^' 
WILLIAM D. HATHAWAY, M»b« 
DONALD W. RIKOLX, Im,. Mlobifi^i 

Uajuqmxl4a, WaiTTAi:iim, C^kfCkrk 

• J DOK A. ZHtUTMMJ^, Mk^it COUHHi 



OOMMITTBB ON EDUCATION AND LABOR 
OAR^. PSRIONS. Su'tuoky, Otoimaii 



FRANK TEpDMPSON, Iji,, Ni^^«ri^ 
JOHN H. I>)£NT, P»nBiylv*nU r 
JOHN BRADSMAS, lQdi«)^ 
. AUGUSTUS F. HAWKINS, CaUfoml* 
WILLIAM D. FORD, MiolUgftn 
PHILLIP BURTOV, C«U1^^ 
JOSSPH M GAyDOS, PMinsylTAniii 
^ ^LUAM"B|LL" 0LA/« MiaKHiri 
"TilARIO BIAGGI, N«^c»k 
V^IS:£: ANDREWS; NocQl CArolinjk 

MICHAEL T. BLOJtaN, Iow» 
^ ROBERT J. COR>raLL, W{jooQ»ln 
. PAULSIMON^nUooU 
XPWABD P. B^ARD, R2iod« UUad 
LEO 0. ZEFSKSTTi, New York « 
QSORQE MfLl'ER, CiU^smi* 
RONALD Jtf. MOTTL, Ohio 
MJCHAEiL 0, MYERS, P«nniylT»nU^ 
AUSTlJi J. MURPHY, Pftnn«yW»nU 
JOSSBH A. L£ FANTE, New J«rM7 
TEdAetSS, N«w Yock 
OW HEFTEL, HAwaU 
BJjli'T^ASA.n COHRADA* Puerto Rko 
AX'S £ILD;SE, MlchtgAn 



y 



ALBERT H. QUIE, MixmeiOiA 
^OHN M. AflHBROCffe. Ohio 
JOHN N*. ERLENBORN, Illlnoli 
RONALD A. SABASIN, Conn^sWot , 
JOHN BUCHANAN, AM«ine 
JAMS8 M. JEFFO RDS, V«^ont 
LARRY PRSS8LSR, SouUi D«koU 
WIJ.LIAM ¥. OOODLING, PenniyWmni^ 
BUD 8HUSTER. PenneylvmnU 
SHIRLEY N. PETTIS, C»li/onii* 
CARL D. PURSELt, Mlchigeii 
MICKEY EDWARDS, OklAb^mfl 



[J * 



(ID 



\ 



, ■ \ ' * ./ . 'CO^KTENTS ' • 

Text of> ' * 

CHRONOLOGICAL LIST^OP WITNESSES 

Calif ano Hon. Joseph A., Jr*, Secretary, Department of Health, Education 
and Wplf are, ^ompanied by Ern^^t Boyep, Qommisaioner, Office of 
Mucation; andXy:haaI Q^Keefe,. Deputy Assistant Secretary for Plan- 
uSag and Evaluation, for Education ^ 

, STATEMENTS 

Califano, Hon. Joseph A., Jr., Secretary, Department of Health, Education, 
aud Welfare, accpmpanied by Ernest Boyer, Commissioner, Office of 
Education; and Mich*l O^Keefe, Deputy Assistant Secretary for Plan- 
ning j^nd Evaluation for Education ^ 

/ ADJDITIONAL INFORMATION 

^ Articles, publicationfl, etc. : * ^ 

States that are «t^ing their own student loan agencies, by the 

Department of Health, Education, and Welfare. ^ ^? v" 

Questions and answers: ^ 

Department of Health, Educat^n. and Welfare, responses t<rque8tion8 
• a«ked by C(i/ngres«man Bud glluster, k liepr^ntMive in Congreijs 
' fryn the State of Pennsylvania^ 

cm) * ' 



4 



■ • \ 



COLLEGE OPPOftTUMTY ACT OF 1978 

• . # — • 



THUBSBA*?, TSBRXJ A&Y 9, 1&7S 

U.S. Smnatb, 
CoMViTT&s: ON H^MAN JIesqxjrcss, and 

\ ' HOUSB OF RKPRE;3BNTATIVEa, 

COMMITTKK ON JJdXJCATION AND La^OR 

/ , . . ^ ^ Waskingt&n/ D.C 

The committees met in joint s^sdon at 10:Q5 a.m., iri i-oom 1202, 
Dirksen Senate Office Buildings Senator Harrison A; Williams, .Jr. 
(chairman. Senate Committee on Hum^n Kesources)^ arrd Hon. 
Uftri D. Perkins (chairman, House Committee on Education and. 
Labor), presiding, . ^ ' ' 

Present: Senators Williams, Pell, TJagleton, jBiegle, Javits, asxd 
Stafford, ^ 

Also present :<Representatives Perkins, Ford, Brademas, Biaggi, 
Buchanan, Shuster, and I^e Fante. 

SenatSr Williams. We will come to order, please. 

We are pleased to open this joint hearing, oirf initial hearing on 
college assistance for middle-income families. Thei^e has been no* 
more pressing issue of interest to citizens in all walks of life than their 
^concern to provide higher. education opportuniti^ for their children; 

While these committees and the* Congress have achieved signiftcant 
gains in providing financial assistance to Americans for educational 
purposes since the enactmen||of the Higher Edi/cation Act in 1965. 
thi^hSaring- marks a new de^rture. That departure is underpinned — 
by the policy that Americans wio want and who are able to quality ' 
for postsecondary education shaX not be deprived of that opportunitv 
no matter what their financial status. This is a commitment' wo will 
pursue in the days, ahead. It^ ^commitment to families of all in- 
come brackets. • ' ' 

The first step in implementing this pledge is to examine the alter- 
natives before the Congress in Order to. arrive at the best possible 
college opportunity grants program for middle-mcorae Americans. 

The committees wniclj Have legislative jurisdiction for this subject 
have joined together on this matter which will have immediate, en- 
during bearing on the Nation. The Committee on Human Resources 
in' the Senate is joined in this undertaking by the House Education 
and Labor Comnaittee. We are very pleased to sit again with the 
chairmapi of the Education and Labor Committee, Carl Perkins. 
It is most fitting that the committees of the Senate and House of 
Representatives initiate the deliberations on this matter together. 

[The text of S: 2539 and S. 2473 follows* 

■ , - (1) 
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IN THE SENATE ^ THE UNITED STATES 

Fkb|!i;.vby 10 (li'gislative day, FitssuAiiT G), 1DT8 

Mr. Pill (for him^^lf, Mr. Wiixiams, MryffAVirs, aiul Mr. S^rAKiNW)) intra- 
ducttd the following bill; which \va;i r^ad twice and n^ft'rrod to^e Com- 
TnittJ>e dn Ilunimii Resources 



A BILL 

To jnnend the Higher Eflucatlon Act of J9(>5 to iin])rove the 
•'basic educiirit)nal opportiunty^ gninLs| program, atul for 
other purposes, 

\ Be it enacted by the Senate and House of Ilcpresenta- 

2 Uves of the flnited States of America in Congress assembled; 

3 That thi^ Act -may be cited as the ''Gdl^ege Opportunity 
4' Act of 1978''- 

5 Sec, 2^. (a) ^vtmi 4n(n) (3) (B) of the Ilicrhcr 

6 Education Act of 19(55 is amended by ndditij? at the end 
7^ thereof ilie following new division: 

8 '' (^v) Btginning with the academic ye«r, 1979-1080^ 

9 and thereafter, In determining the expected family con- 



3 - , 

» < ■ 

«• . 

■ ■ * . . 

ft. t 

1 tnbiition under thi^s subparn^^rnph no nite In excess of J 4 

* m 

2 JHT wntnm shall be applied to parentftl discretionary in- 
[]' come/'. 

'4 (b) Section "41 1 (b) (5) of that Act is amended hy 

5 striking out ''$237,400,()tX)'' in ' subparagraph ^(B) itful 
inserting in lieu thereof ^^SG()0,OO0,{)(»^ 

7 Secv 3. (a) SectioJ 428(a) (2) t'A) of that Act is 

8 amended to read as folios : 

9 (2) (A) Each student qualifying for a portion of an 

10 interest payment under paragraph ( 1 ) shall have pro- 

11 vidcd to the lender a statement from tlie eligible institution, 

12 at which the student has been accepted for enrollment, or 

13 at which he i^ in attendance in good standing (as deter- 

14 mined by such institution) , which — 

35' "(i) sets forth such student's estimated , cost of 

16 ^ attendance, and* 

17 ■ ^^(^0 sets forth such student's estimated financial 

18 assl9taiice/\ " ' 

19 ' (b) Section 428(a) (2) (B) of that At't is repealed, 
■20 , (c) Subparagraphs (C) and (D) of section 428 (a) 
2t "*f^,^that Act, and all cross references thereto^ arc rcdcs- 

22 igniitcd as si^0g,ra^aj)hs (B) and (C), respectively, 

23 (d) Section 428 (aHia(S?f 1 of that Act (as redes- 

24 ignated by subsection (c) of^ this section) '^^i^ amended by 

25 striking out the semicolon at the end of clausiT^lftnj'''^^ 



3 ^ ^ 

1 inserting in lieu thereof Tl period, and by striking out clnnse ") 

2 (iv) of such section. 

3 (e) Section 428(a) (9) "of that Act is repealed. 

4. (f) Section 428(b) (1) (A) (i) of that Art is amended 

5 hy striking out "sseJlWion 428 (a)^(2)' (C) (i)^'' and inserting 

a in lieu tliereof /section 428>(i) (2) (B) (i) ".' 
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2.sk^. o# 2473 



IN THE SK?{ATK OF THE IINItI:D STATES 

^ ' ' F>3Kr.^^Y 1 (Irgif^lutivc day, Janu.mjy DO), 1978 

Mr. Fkix (for hinis^^lf, Mr. Wiijjams, ^fr. fTAvrrn, unci Mr. St.\kf\)ki>) intro- 
duvvd tlie following bill which was iTud twirr ami ivfiM'rtnl to t]w Com- 
mi t tee on Unman Hasouives 



A BILL 

To an^end tbe Higher Edutuition Aet of 1905 to Iinprove the 
basic educational oppoTtiinity grants program. 

1 Be ii vnactcd by 'the Scruite and House of liepre.^enta- 

2 tivt\^ of the United Stales of America in Congress assembled, 

3 That thf« Art may be cited as the ''ColU^ge Opportunity Act 

5 Wc. 2. Sectlcm 411 (a) (B) of tho HightV Eduea^ 

(i tiou Act of 1905 is amended b^ulding at"lhe end iliereof 

7 the foTluwing new division ; _ 
S **'(iv) Beginning with the academic year 1971)- 11)80' 

0 and thereafter, in detennining the expected fnmily contrihu- 

10 tion under this subparagraph no rate in excess of 10,5 per 



11 centum shall be applied to parental discretionary incofue/'. 
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Senator Williams. -I look fo^^ard'to continued collaboration with 
Chairman Perkins and the House Committee. I know the mcml^ei-s of 
both bodies share the com^g^ing need to expedite thci college assist- 
ance legislation. ; 

Senator Pen, chairman of our Subcommittee on Education, is known 
to thousands as an advocate and initiator hi college assistance for our 
citizens. He is a revered loader in education policy . He has introduced 
a bill, and I have joined him. I know there is a bill on the House side. 
We this morning will receive a message from the Secretary of HEW, 
Secretary Calif ano, and the administration's ideas will here be pre- 
sented. A bill will be introduced, and we will have before us all we 
need to dxpedftiously consider the subject matter. 

It will, aft^ this joint hearing on opening day, then ":o to our 
respective subcbmmittees for further hearings. We should hear from 
the cochairraan of this committee, Congressman Carl Perkins. T 
am sure those wno have introduced legislation will want to have • 
opening words also. 

Mr. Perkins. Thank you, Senator Williams. 

'i want to welcome Secretaiy Calif ano. 1 would be remiss if I did 
nm at the outset pay the highest compliment to you fo\vour leader- 
shii) in focusing attention on the needs of working class laflulies who 
are struggling to meet the cost of higher .education! You have done 
an i)utstanding job. ^ i i 

J Pbrant to pay tribute also to my collettgueTfrom th^^ 
who nave been deeply involved: the chairman of our Sfubcommittee 
on Postsccondary Education, Bill Ford, who has done a <i7'eai job as 
chairman of this subcommittee; John Brademas and Frank Thompson, 
wlio have both been active in higher education and all areas of educa- 
tion ; and Congressman Biaggi. 

Likewise, 1 want to compliment the distinguished chairman ot.the , 
Human Rc^sources Committee of the Senate and the chairman of the 
Senate Subcx)mmittee on Education, But for these two gentlemen, in 
my honest judgment, we would have never enacted the Pell grants 
baclc^in 1972. W6 had to run that conference day and night— dhe of 
the most lengthy conferences in tlie history of this Congress— ih order 
to establish the Poll grant^s. ' 

I think that the administration's proposal qmio properly places 
the bulk of the increase in- Pell grants. It was because of Senator 
Pelbvs leadei^hife that the BEDG program w^is enacted. That program 
has Lrovcn to bf most effective in aiding financially nee(ly ^jiUuleiits 

Now. we are going %o build on that success. It is a well-tfstabhshed 
principle that financial need is the proper basis for allocating Federal 
moneys for postsecondary education. 

Since the establishment of the first student aid program of 1958, the 
financial need of students has been the fundamental criteria. In 1972, 
when we designed the Basic Educational Opportunity Grant program 
'we intended that it reach all financiaily needy college students and 
their parents. Unfortunately^ however, ultraconservatiVe admmistra-^ 
tion of the program in combination with spiraling college costs have 
left many needy and (^leserviiig students from working-class families— 



particularly from famiiifts owning small farms and busines^es^without 
the resources to meet* college expenses. The result has ifeen. that 
middle^com^ enrollment rates have been declining sharply in recent 
yfiars. . * 

, Middle-income youth have been caught between rising tuition >and 
inability of parents to meet these higher costs. They have been forced 
to make up a larger portion of their college costs than youth of either 
low- or high-inconie families. In response, there have oeeii numerous 
cMb for tax credits or tax deductions for postsecondary education 
expenses, , . ' " 

In oSect, ^we are being asked to ignore need as the basis for dis- 
tributing Federal moneys. The sums involved are considerable with 
the estimates ranging in billions of dollars. Because financial need is 
jn^onsidered, aid is not targeted. A little bit is promised for everyone 
regardless of income and re^ardle^^ of the cost which must be met. 
Lower-middle-income and middle-income families are today faced with 
educational costs in the thousands of dollars and the much-heralded 
$260 tax credit would make very little differeflce. 

What is being proposed by the administration is a balanced program 
which will allow the concentration of moneys and for continuation of 
need as the criteria for allocating moneys. ' ^ 

Under the package proposal, a $250 floor is provided to families 
with incomes of $25,000 or less. The floor is $250, but for those families 
who have greater need, those in the $10,0Q0 to ^20,000 category, 
assistance will be provided in amounts that can and will make the 
differenc© in whether a student does or does not go to coljege. 

Most of the increase will be channeled through an expanded BOG 
program which has proven to be the most effective and equitable way 
of providing student aid. The number of BOG McipientS will increase 
from 2 million to 5 million. 

In addition/we will be proposing* increased funding for the college- 
administered programs of Supplemental Grants and Work-Study. 
More imnortantly, aid for middle-income students will be provided 
without detracting from the assistance now being provided low-income 
students. To ti^ conti:ar>^, unlike the tax proposals, the package 
propos^ we advocate provides additional funds downward instead of 
upward into the upper-income brackets. 

For families above the $25,000 income bracket, there clearly is need 
also, but of a different type. Students from families in the upper 
middle-income category are today unable to produce the necessary 
cash to meet current collej^ bills. The need for cash can bo met through 
the less expensive mechanism of the Instired Loan program, and we are 
proposing amendments to that program which will make loans readily 
available to students- from families with incomes of up to $40,000. 

I am' confident that Ihis well-desi^ied package will be enthusias- 
tically supported by the Qjitire educational community. I am confident 
also that it will be w^armly received by the Congress and approved 
without delay. 

This package provides a solid, well-balanced approach to helping 
middle-income families meet the costs of higher education. And the 
Carter administration to be highly conmaended for comrnitting tho 
$1.2 bilhon which will/oe necessary to implement the packager. 



* 

The only concern I have, though, is that the ddminlstration must 
not lose Sight of the fact that tax credits^ lu-e being proposed not only 
for higher education but also for elementary and secondary education, * ^ 
And 1 would hope that the administration, iiv responding to those 
proposals, wiljlmake the same kind of commitment to tfxpandin^ 

- elementary afra secondary programs focused' on the disadvantaged 
^ that it is mjaking today in the area of higher educatioi^. 

Mr. Chairman, this is all I have to say until we get to questiohuig 
the witnesses, 

1 want to thank you again for. chairing, this hearing today and for ^ 
the great contributions vo« have made, not only in the higher -educa- \ 
tion area^ blut in all levels of education in the past. * 
; Senator Williams, You are very gracious indeed, Congre^m^ 
Perkins. I appreciate that. We both know that our. Members hkye - 
been most creative here, those who have introduced legishition, and 
Senator Pell has certainly started the framework tlxat will be lised 
in this effort concealing middle-income families.^ 

Senator Pell. ^ v « ' . - .A 

Sena^tor Pell. Thank^ou^ Chairman .Williums; dnd^Chafrman ^ 
Perkins, for your very nice words. ' " . ' - 1 3^ ' 

The purpose of today's hearing is to see how we can help middle- 
income America, which pays its taxes and does, the wofk and gets 

- scSut thanks for it--and is suffering at this time. / , p 

1 'think that we all ha^e perhaps somewhat 'different idcasUa-iri>- 
pfoaches. The administration has one thought ; the House, as I under- ' 
stand it, has a thought conc€?rmng supplemental grants. I think, m 
my own case, the basic grants should be reenamined and the formula . 
shipuld be changed. I a^i. %villing to Veep t the same total amoutxt oi 
money that is proposed by the President to be spent under his biU. 
I look forward to questions and answers when we can -develop^raps . 
information further. * . ' v . 

Mr. Ps^KiNs, Mr. Ford recognized for a statement- 
Mr, FoBD. Thank you, Mr^ Cmui-man, and Chainnan'William^. It is^a . 
pleaiiure to be here, ' - ' . 

1 am anticipating the testimony of Secretarv Gahfano. He is ac- 
companied, I believe, by Commissioner Boyer, Yesterday was a.pretty 
exciting day for anyone who cares about the future of education m 
this country. People all across the country had An opportunity to turn 
^ on tHeir television set and see their Pr^ide^t propose the lamelt single 
initiative to provide accjs.^ to college educaUoii for , middle-mcome . 
families and their offsprit)^ k this co\intry si^ca enactment ot/Che GI 
bill at tlie end of World JVar II. It is quite apparent that many peoplp 
across the couiltry havtftfuught the excitement of this kind of initiative. 
^It is long overdue. Many of us haVe talked for years about the need to 
make that the next>big venture of the Federal Government m meetmg 
its obligation of education. . • - t 

But It took the initiative of I^esident Carter and the leadership of 



Secretary Califano to finally teke yesterday's very bold step and make 
it now believable on this Hill that we can very soon succeed in doing 
something that many peopla had thought was still far off in im future of 

education. ' .j:^^^ / , ^ r 

The sliape of education andy m fact, xKeshape of this country tor 
decades to come, will reflect vety directly the impact of what we do as a 
result of the challenge the President pr«^nted to us yesterday. 



Chainnan iWilliams, Chairman Perkins/ and Chairman Pell, I hope 
. we can all work together -to move the administration's legislation as 
.raptcjiy as possible so that it translates from talk about the future into 
' practice in the ffiture'for liigjier education. > % 
j Thank you. ' ' ' v 

I Senator Wilwams. Ranking member of thi,s Senate Human- Re- 
source Committee, Senator Javits, who, ae we all kxiow^ has been vitally 
interested in all of our educational prograivs over the last decade or 
more, - * * ^ . , . . - 

Seni^tor J^viTs. Mr, Chairman/our rankia^. member on the Educa- 
tion .Subcommittee is Senator Stafford, who is here wth me, and he h^s 
yielded to* me fpt the puri)Ose of making a brief statement on the part 
of the minority. * • * . 

The minority will not necessarily be unanimous on this issue, but I 
"for o»e, and I believe other membere of the minority welcome the initia- * ' 
tive which produces an alterative 'to the tjjx deduction for (iolleg^ 
tuitioij. , ^ , . 

I )iaye dfcnsistently voted against ilWbecause I believe it would impair 
our ability to reward thx^se who would permit, notwithstanding- their 
economipstAtus, seek and deserve higher education. That has been the 
positioii of Senator Pejl, my colleague, wlio is chairman of the sub- 

• committee. He came up with an alternative which both the chairman 

* and I promptly embraced (^February 1. We know that these activitife 
have to be collaborative. We have worked out in other fields, namely in'^ ' 
the labor field and in the m^jiower field, problems with the administra-' 
tion, so that all knew when a bill was passed that it would 1^ worked out 
and tliat the President would sign it 

I lik^ the total direction we are, taking, I think the iPi-esident's 
•initiative ai^d that of Secretary CaUfano will be extremely helpful and 
constrw^tiVe. I think we have to give all credit to those— to our mem- . 
bers, J(|te Senator Pell, whc|have felt this way and have worked along * 
this Iincy^s well as Congressman Perkins' committee and hiplnembers 
who hjw;fe worked aloi^g the same line. I think we are finally at a point 
whtire we have an idea«id a^ policy whose time has conje. -. * 

I must say it is a welcome relief to me, and I think, 'to many others in 
^-the Senate that the pressure whicii has come from the tax-tleductiblo 
idea, which i§ very simplistic but very wrong, luus mounted to the pdinV — 
where it was practically irresistible. I think you are here just in the 
' *T6iick of time, and it wdl be our duty creatively to sfee that this alter- 
native becomes a law as it deserve^ to be. 

I thank you very much, Mr. Chairrjr\an. . 

Mr. Perkins. We will hear now from Mr. Brademas, a member of 
the vSubcomnnttee on Postsoeondary Eitucut ion. Mr. Bradenias was 
a nieinher of tluit famous {'(Wiforoiifo of \v72 hvtwQvn ihc House ami 
the Sf»fuit(>. { do noi know of any in(livi{iuul who contributed more 
thaii Coiig^ressniaii BnuleinnH. 

We want to hear from you, Mr. Brademas. 

vMn Brademas. Thank you, Mr. (^hainnan. I will be very brief. 
Let nie just make three observations. I think kliat the legislation 
under consideration and the fact that it is suf)ported stron^dy by 
Democrats and Republicans in Congress refleet.s the tiistory of tedoral 
^i^tance to higher education, namely ''that there has been strong 
bipartisan support for such legislation. 



The legislation, however, marks^a significant change from past 
history in that Uie White House and Congress are now working 
togetiier. In the preceding 8 years in the last administrations, tjiere 
was strong hostility in the White House to the efforts of both Democrats 
and Republicans m Congress to provide adequate support to college 
students Bnd to the universities that they attend. 

So I think th«t is the niost significant historical development that 
characterizes this legislation. 

Obviously, the second* point is that we are now responding in this 
legislation to the needs of middle-income famili^^ without dbing 
violence or damage to the needs of loW-income families who want 'to 
send their sons and daughters to colleges or universities. 

A third point I woqld riiake, Mr. Chairman, is that this legislation, 
in my view, holds outiiope for maintaining, and'indeed, strengthening 
' the existing pluralism oiSAmerican higher education, namely public as 
well as private colleges aiid imiversities. So I am very delighted to see 
the leadership of Pr^ident Carter and Secretary Califano, Senator 
Pell and CongressmMi J^ord have given. I believe this is a very happy 
day for the future of our country. 

' Senator Williams. I am sure you are getting a lot of confidence, 
Mr. Secretary, in all of this early support. You are not going to get out 
of character, are you. Senator liiegle? 

Senator Ribglk. No; I toi not. I, like Congressman Brademas, will 
be quite brjef . . ' . 

Lot me first congratulate Senator Pell and others here in the room 
who have really, I think, given the early leadership to bringing this 
issue to a head. I also, want to congratulate the administration. I 
think the Ptesident, by his initiative at this time, and your initiative. 
Secretary Califano, show a sensitivity and awareness of this problem 
that I thixjik is encouraging, not just in this area, but I think it spreads 
oy^t wider thim that. 

' ^ Our young people that can and need to attend college are very 
much in need. Their families are in nepd, and this approach, I think, 
is an exceptionally sound approach. It certainly is much ;better than 
,the tax' credit that others have been advanoiiig. 
' I tliink we may have to think very carefully how we scale the 
program, however. I think some of the suegostions Senator Pell and 
C others have made about scaling of the dollars makes more sense to, 
' me, but that is something we can thrash out. I think the basic thrust 
of what you have brought today is really right on tlve mark in terras 
of the concept and the approach. 

With that I congratulate you and I afrl prepared to help you get 
thi^ done. \ 

Mr. Perkins. Mr. Biaggi, who has been Very artivo on education 

legislation. . 

Mr. Biaggi. Thank you, Mr. Chairman. 

Secretary Califano, I was privileged to be at the White House 
yesterday wheij the announcement was made. I thought it was a 
very significant stcj) in the educational field, especially in relation 
to responding to the needs of the middle class. I thought there might 
be some degree of unanimity across the face of the Nation. But this 
morning I Teamed hi opposition from a significant community now 
in the I^ation, and I think it is something that the Secretary should be 
made aware of. I think it requires some clarification so. that we can 
proceed with the kind of unanimity which we anticipated at the outset. 
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I received a v^W from Monsij^iior Donald J. ' Pryor, director of 
education, Archdioco^^ of New York. He issued a rather haTl*^tat^- 
ment. I think one of yonr ius^sistants iias a copy, I will read iL to youA 
It goes as follows: ^ " 

Tlie Catholic Conuniinity is cieeply shockiu! Hy rrrsi(ie!}t Carter's rovrrsal " 
of hisop^n promise to asfslst tuition paying parents (>f I'lonirntarv and high school 
student^?. While \\v was riinaing for oHUt, <)|f Octohyr 19, 1970/ Mr, ('artcr com- 
mitted himself emphatically to ^iich aid whi!n hp said, "Therefore I am iinnly 
committed to fuuii^g constitutionally iu^cepteii methods of providing aid to 
parentvS whose iJhildren attend parochial "schools. •! am firmly committed to seeing 
that children attending paKochial sc1uh)I« l>€nefit fdlly ' from ' Federal e<lue^tion 
prbferam^." Now that he has achieved offiaN in his first important menyage »n 
'education, he has ignored that pledge, ' *• ^ ' - 

I^resident'C^irter ^Ibo promised that as President He' wouki never Jfo. Millions 
• of parents relied on hotl\ his promises and voted for him ])eciuise of tTliete. Where 
is the truth now, in his campaign pledgej or his present message. \^ 

That is all, Mr, Ciiaimran, ' ^ ^ y 

Senator Williams, Senator StafTord/ 

Senator Stafford, Thanic you very inucb, Mr Chairman, 1 shall 
he very brifif. 

Educational programs have ahvays been very important in my 
opinion and have the highest ppidfil;^ for domestic spending in any. 
decisions that I have made as ji^Mwriber of the Hoiigo or the Senate, 
I think it is well that bipurtisrin s^tipport of education has ^ready 
been noted this morning, because that is important, too. That may 
have been overlooked by the White House in the launching eoj^ttoonies 
yesterday. But I am glad to see that we are here from both Houses and ' 
both parties today, 

I think tha case for these hearings has been well made, and I look 
forward to the testimony of Secretary Califlmp. 

Mr, Pkkkins, J have always followed tlie policy on the House side 
Senator WilliarnS' is tio>^;,^||M^wing, rotating bctVeen inajorily and 
fninority. I am going to^nlfw Mr, l^tH'hannn wlio is ininoiMty raiikijig 
member in the abscnc<x^?>f Mr. Qui^fii^m Minnesota. 

Go ahead, Mr. Bucli'anan, 

Mr, BucHAivAN, Thank you, Mr, Chairman. 

You, thn President and' I are all ^ood . baptists, and believe in 
repentance. You n«^ed none this morning. I do not know how many 
prayer meetinp were required or for whom or with whom or by what 
processes the JPresident has come to this kind of initiative, but I cer- 
tainly welcome it. It is long past due. 

'Fhe ranking. liepublican on, our full committee, Governor Quie of 
Minnesota, and 'I;*iis ranking on'BiU Ford's subcommittee, are co- 
sponsors of this legislation. 1 am just delighted to see this initiative 
from the Secretary. I would like to join in com{)lime!iting my col- 
leagues, Bill Ford and John Bmdemas, for their leadership in this area. . 

Thank you. 

Senator Wh.liams, Senator Eagleton. 

Senator Kaoleton, Thank you, Mr. Chairman. 

I will ask Secretary (.^alifano at tlie apf)ropriate tinu^ foi* any addi- ' 
tional comnWtits' he might have beyond the i)resent l)ill relaling to 
elementary and secondary education, specifically atiy conuneni?^ he \ 
might have (Ml tlie Packwood-Moynihan bill that includes both liigner I 
education and elementary and secondary, and f ven more particularly, J 
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Federal legislation in the elementary and secondary area i\s it woiHdN • 
be'considered in light off the Nyquist case. 

Mr. Perkins. Mr. Le Fante has also been active in eihication. 
legislation, 

Mr, Le Fantk, Thank you, Mr. Chaipnan. . 
1 agree with everything that has. been said heje this Worning. I for 
one can fell you, Mr. Secretary, that when I was caips^^ttt^ning — and 1 
/epresent a middle income 'district— this was the number one reijue^t 
of my constituents. As a result, one of the very first bills I introduced 
^ in the |iouse was a bill to grant tuition relief to thi^ class. As the sf^aying 
goes, "it- is sorely needed, and I just hope^ Mr. Secretary, the spirit qf 
cooperation that has been displa^^d here this morning will become 
contagious ift both Houses and \w will see very speetly actiojt with 
regard to this legislation. I just hope that it can spreati into other areas 
because we are one of the very few nations in existence that does have 
a middle class Society. I think you and everyone else wh'o serves or ^ 
puri)orts to serve should dedicate themselves to preserving and aidiiig 
xhe middle class/ n 

I hope this is a first step of many things to com^. 

Mr. rEidciNS, Mr. Shuster. 
• Mr. Shustek^ Than^ you, Mr. Chairman. ^ 

After hearing 12 members speak glowingly in favor of this proposal, 
penrtit mo to b'e one small voice with the temerity to raise the question 
of how we are going'to pay for it. We are talkmg about $1.2 billion 
in new spending approximately. This will add to the deficit. 

The President told the Nation not too many^eeks ago there would ^ 
be no new major pro-ams. I havd heard this described as the most 
significant new educational program since the GI bill. I am concerned 
about the middle class, very much^o, but 1 do not think the middle 
class wants a now form of welfare, which is what I believe this ils. I 
think the middle class wants lower taxes* The middle class wants less 
Government. The middle class wants to get Government off our backs. 
^ I find agreatincongruity, I confess, in what appears to be Government 
first laying on taxes ai\d burdens and inflation and regulatioti and 
' ' control, on the lives of the middle class, and now Government coming, 
a^long and saying w^ are going to try to ease the burden. 

The question is who put the burden there in the first place? 

For that reason, I have great difficulty with this proposal. 

Thank you, v ^ 

Senator Williams. With that one dissent, we now turn to the indi- 
yidual wlu? is in the lead in censervin^ and developing the hurnan 
resources of our Nation. We have admiration for all you are doing 
and, certjiinly, as we have^l said,;savo one, we are grateful indeed. ^ 
^ ' Mr, Secretary^ the iQrum is now yours. \ 

STATEMENT OF HON. JOSEPH A. CALITAKO, JE., SECKETAEY, DE- 
PARTMENT OF HEALTH, EDUCATION, AND WELFARE, ACCOM- 
PANTED BY EBNEST BOYEE, COMMISSIONEE, OFFICE OF EDUCA- 
TION, AND MICHAEL O'KEEFE, DEPUTY ASSISTANT SECRETARY 
FOR PLANNING AND EVALUATION FOR EDUCATION 

Si^cretary Califano. Thank you very much, Chairman Williams, 
Chainnan Perkins, Chainnan Pell, Chairnian Ford, riiembers of the 
committees, let me, if I iiStijSs^t the outset express the appreciation' oC 
the President who has asked mW to begin my testimony by notmg how 
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deeply he appreciates the fact^hat thc^ Hous^'aui the Senate have 
ugreed to haw joint hearings, something that you, Senator, called 
yesterday a very e:^traordinary ateji and iXfft^ep that reflects the kind 
of cooperation "and c;on«ty and working together that havS characterized 
this proposal from the b^^pfinning between the White House and the 
Hiiministration and the leadei-s here on Capitol Hill. 1 bring that mes- 
sage, the President deeply jfeels it, .ami wantexi nic to transfer it to 
you andChaihnau Perkins and the members of these committees. 

Atso at the outset I woidd like to note my own personal ^pprecia-r 
tion, Mr. Chayjrmn, for all the work that you and Senator Pell have 
done in this area, for alL the work Chairman Perkins, that you and 
Congressman Ford ami Congressman Brademiis"^ and 4|^ngressman 
Thompson, who is not here, over the past sfcveral weeks have dpue in 
terms of trying to put together a, proposal that makea^en^ an^ that 
wiirtruly help the middle-class American who, as ycHl h^i^^ndted, do 
work, pay the taxes, and are desperately pressed iti t^e^pis of the 
highei.- education of their chiltl^m / 

Yf>ti have ^iven years and years of effort, with aJl of xlie jcrtenibers 
of this committ<>e, to the higher education fieJd^ It is as a result of that 
tremendous effort that we ai^ able to work with you aruybuiUl yet 
' another tremi^ndous block on tliis array of programs that tliSlCongress 
has enacted. . - ^ . 

l^ere w^ould be no higher eifucation statute in this country had it 
not been for the;\vork ov§r the past^veral yeai^s of the committrt^es 
that ari^ holding this h^jarii^g tpday^ TE^ American 'i)eople should and 
do recognize that. " ^ 

I would like, Mr. Cl;^irmali, to read most of my statement, out- 
lining the program if I may. . > ^ 
j^Simator Williams. Ple^ise. 

*feecretary Califano. Accoifipanying n^e, I should note, are Co^x- 
mjlsioner Boyer, the Commissioner of Etlucation, and Michael 
O'Keefe, who is Deputy Assistant Secretary for Planning aiul Evalua- 
tion for Education m my own ijninedi^j^e office.^ 

PresidentJ^^arter is coinmitt^ed to increasing*' skisient finjincial aid 
,for mid^p^Kmcomo families with children in college^' 

Toward thi^ end, the administration is requesting a $1.46^jjkUU^ 



package of grants, work study, an^loans in fiscal year 1979 to.^rovlde 
additional stiulent assistance withm the framework of existing Federal 
programs. Of this total, $250 million was recjuested for these purposes 
m the Presi(ient^H builget, and the add^itfnal $1.^1 billion request will 
come from the auowancc for contingencies. ^ ^, 

These proposals coxistitute an unprecedented increase in student 
aid ])rognvms for hi^lier education fronu$3.fi^ billion in fiscal year 1978 
to $5.2 billiw i»;fi^d year 1979, a growtlf of almost 4(]Upercent, It^is, 
as Chairniay Bj^LiForti said yest^^rday, *'the biggest single infusion of 
funding for iniddle-inqome college studeuts ^ince the adoption of the 
GI bill at the; eiiTl •of World War II/' , ^ 

There should bJ! no mistake that ^President sitr^ in the^hit^- House, 
today who cares deeply about the qualit^^^i^ education in America, 
arKi cares deeply about the bedrock middle (uass of this country. 

Moreover, if one considers the actual amount jt)f grants, work, and 
loan funds lhat/*vill be available to students as k result, of these pro- 
Jjrams; the total is much greatci^ more than M billion 'in fiscal year 
1979 will be available to help students in the/higher education area. 



This higher ainoujpit takes into account State ant} institutional 
matching, relending from institutional revolving funds, and loan 
funds generated by the^ private sector forjdiiqh tlie Federal budget 
pavs only subsidy and default costs* ^ 

We are grateful for the advice and counsel wliich Voir arid other 
education feaders in tlie Cojign^ss have given to us. Wi(h your sup-, 
port, I believe we cai^make this historic proposal a reality. 

In the last decade, the cogts of sending ajjibn or daughter to college 
have riseh sharply. JBetween 1967 and 1970^ average college costs in- 
creased by 77 percent to levels so high that many middle income 
parents have real fears in America today that when the time comes 
they either will be unable to afford to give their children the bei^efits 
they jeceived froni a college education or will have to, make extraor- 
dinary sacrifices to do so, ^ 

For poqr famili^, the hope of having their children lifted out of 
poverty through the educational om>ortunities which they themselves 
may not have enjoyed is likewise threatened. 

Today, ^erage ct^ts for tuition, room, and board at a private 
college are over $4,800 Mr year, a total of $19,200 for the 4 year^ 
, refimred to obtain ^acnelor's debtee. At'«om6 colleges, these yearly 
«^c^is have risen to ^,000 or S7pQ00 or even more. An& it is not just 
costs at private schools which iliave skyrocketed. At many public 
universities today, a student can be expected to pay over $2,500 per 
year to cover education-related expenses. 

For a family earning $25,{XX) — tne 90th percentile of income in this 
coxuitry— $5,0O0-$7,(WO a year is obviously a great burden. It is, of 
course, an even greater burden for a family ^ammg the^median income 
* of $15,000 per year — then ^uch a cost becomes almost overwhelming. 
And if families have two or three children in postaecondary schools, 
gner education costs can be prohibitive without financial assistance^ 
The, participation rate of the poor in postsecondaiy education has 
risSen dramatically and Is fast approaching thiat of middle-income 
families. We must continue and expand this commitment to students 
from poor families/ But the tirncchas^also coihb t^ provide assistance 
to families who do not now receive benefits but who -also need them. 

Wo must liow also recognize, as a matter of statute, that many 
middl^income faniiliea are finding the educational opportunities of 
their children liniited by lack of financial resources. And we must 
act to ease the burden middle-income families bear in paying for 
higher edjynmtion. . . 

The proposal: To meet the urgent needs of middle-income families 
who must shoulder the costs of higher education, we proponte tlie 
following measures, which will require new budget authority for fisdal 
1979 or legislative changes or both. 

In the Dasic educational opportunity grant- proOTam, a program 
which we affectionately and rightfully call the Pell grant program, 
Which iMipvides Federal assistance to students based on family jncome 
and tl^xost of college attendance, we will request an additional $1 
"^^SilS&ff^er the $2.1 billion appropriated in fiscal 1978, With these 
'funds, we will: Provide Pell grants, to 3 A million additional students, 
raising the total from 2.2 to 5.3 million awards; 

Guarantee a $260 grant to 2.8 million students from families with 
an annual income of up to $25,000, including assistance to at least 2 
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' million students in the S16,000 to $25,000 range who had not pre- 
viondy participated in the BEOG's prograi?!; 

* Increase the maximum grant for low-income students from $1,600 
to $1,800 for families with income up to $7,500; 

Increase the amount of the average grant by $200 to students in 
faipilies with incomes between $8,0(K) Ad $16,000 (from $850 to 

$1,060); ... \ 

Eliminate inequities in the treatment o^^lf-supporting students, 
particularly tshose who have dependents. 

Nearly $700 million of the $1 bilHon increase we will seek in the Pell 
grant program will be concentrated on families with annu^ incomes 
between $16,000 and $25,000, In the past, as you know, Pell grants 
have concentrated heavilv on lower income families. This new money 
in Pell grants recognizes the past effort, ond seeks to meet a new need. 

In tne college work/study progra^, which ppovides 80 percent of 

• the salary for a student's part-tiiqpe job, we will request an additional 
$165 million over the $435 milli6n appropriated in. fiscal 1978, 

With these funds we will help provide work opportunities for as 
many as 280,000 new students td bnng the program total t<o more than 
I million students. Of this 1 million, approximately 380,000 will be 
from families with incomes above $16,000 and more than two-thirds 
of the additional $165 million will benefit 180,000 new students in the 
over $16,000 category. 

In the guaranteed student loan program, which guaranteeis loan 
repayment^ and subsidizes inter^sf cc^ts, we will request an additional 
$291 million over the $630 miJtton appropriated in fiscal 1978, Thro^gli 
technical amendments we will addr^ a major problem with the GSL 
program — the availability of capital— by making participation more 
attractive to banks. We will also make families with incomes^ up to 
approximately $45,000 eligible for an interest subsidy worth air much 
a3 $260 per year— the persent income ceiling is approximately $30,000. 

In fiscal year 1979, these changes in the GSL program will support, 
an estimated 403,000 new loans to students with family income over 
$16,000, In fiscal 1978, we estimate that more than 1 twMion students * 
will have had loans, with about 300,000 loans going to students wi\h 
family incQpies above $16,000, 

In fiscal year 1979, 640,000 students clearly in middle-cla^ areas 
with incomes above $16,000 will be eligible for those loans, 
, With these steps in BEOG's, college, work/study, and the guaranteed 
sludent loan program, we estimate that the number of awards in 
Fedenal student assistance programs will more than double from ap- 
proximately 3.2 million in fiscal 1978 to more than 7 million in fiscal 
1979, Because some students receive awards under more than one pro- 
gram, wo estimate that more than 5 million college students nationwide 
will receive financial assistance from the Federal Government in fiscal 
1979, an increase of at least 2 million students over last year. 

As you know, most of the Federal student assistance program^ are up 
for reauthoriz;ation next year. At that time, we may wish to present 
more detailed changes not just in BEOGs and college work study^ biit 
also in other student ai^istance programs— supplemental educational 
opportunity grants, State student incentive grants and national direct 
student loans, ' 
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But we believe that the middle incpme problem is sd urgent that 
we noed, to olffer a solution that c^i secure swift cong;ressionai enact- 
ment. The President's proposals will go a long way toward easing 
the toll that the costs of higher education now exact from Americans 
lower- i^tfSTmiddle-income families.^ And they will provide an excellent 
base upon which to build as Congress and tlie administration consider 
. riBftuthorization next year. 

• ^ • Mr. ChairmMi, I would like to briefly discuss the tuition tax credit 
\ • issue. ' f 

President Carter's balanced grants loan, and work study program 
is a far fairer and far irfore sensible way to provide financial assistance 
, * to middle-incofne families with heav^^ college expenses than, as some 
have proposed, through a tuition tax credit. 

'iHiition tax credits, to put it bluntly, make neither educational nor^ 
fiscal sense. 

Tuition tax credits indiscriminately provide financial assistance 
i regardless of either family incojEue or the actual costs of higher educa- 
tion. We shoulif not provide direct relief for educational costs to the 
very rich; rather we should base Federal financial assistance on real 
need to the extent possible. . V 

Tuition tax credits can be inordinat^y expensive. The postsecondary 
element of one proposal could cost as Aiuch as approximately $4.4 
billion. 

Tuition tax credits will unnecessarily fragment educational, policy 
among different congressional conmiittees. 

Tuition tax credits do not meet the needs of some families, especially 
those with higher than the median incorqe, the, group above $15^000, 
who would prefer loans to grants in order to Spread a larger shar^ of 
educational costs over time rather than receive a smaller financial 
boost in th& short term. 

Tuition tax credits are a blunt instrument which make it difficiU^^ 
to base educational financing decisions on the changing circumsta|?ps 
of college attendance and college costs, family income. 

The student assistance package proposed by the President is the . 
best method of meeting the legitimate needs of middle-income families 
who bear the costs of higher education, while at the same time pro- 
viding needed assistance to low-income families' who rely lar^ly, w 
wholly on student aid to*defray college expenses. ^ v 

Finally, I would underscore that if Congress decides to add a tuitioli . 
tax* crecfit to the administration's propose^i tax package, then the 
. ' President will oppose substantial increases in appropriations for 
Federal student assistance programs. He feels strongly — as I know 
, you do teo — that Congress must choosd between tuition tax credits 

^ / and the historic increases in Federal student assitance that the 

^ Administration is jproposing'. This Nation cannot afford both. 

With the joint leadership of Congress and the administration^ wo 
cap make great strides in solving a problem that has bedeviled the 
middle income families of America. The proposals announced by the 
President — ^and supported in broad outline by you, the education 
leadership of the Congress — promise to relieve the burdens borne 
by those p^ents with children in institutions of higher learning. 

This goal is one that has widespread ^pport across this Nation. 

hope that Congress can act swiftly to enact the President's pro- 
*|^als. 

\ 
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Thank you, Mr. Chainnan. • . 

I have a chart there, "^ould you like for -me to ,exi)lain it nowr It 
ilhistw^tes how the Pell Grant portion of the I^x^sident^s program would 
work. 

•Senator Williams, Surely. 

Secretary C^alifano. The present fiscal 1978 limit on tlui maximum 
grant that^an individual can receive is $1,60X),. as^you can see. That 
maximum ^rant is presently avaiUihle for individuals m families out 
to.the $6,300 annual income range. Then this drops down on this curve 
with the $50 minimum available for individuals roughly between 
$13,000 and $14,OQ0. Generally, an individual's families with incomes 

-above $13,000 to $14,000 are not eligible for this program today. 

'Under the President's proposal and the legislation introduced yester- 
day in the House bj^Coiigressman Ford and Congressman Brademas, 
Perkins, and Quie and others, the maximum grant f^r an individual 
in a family would go to $1,080. That is as high a^ present authoriza- 
tion permits. That grant would he available tor families with annual 
incomes out to $7,500. 

' Then this ^v^ould decline, as you can see, dowTi to the point of about 
$16,100, where a grant of $250 would be available through the $25,000 
range. At the $25,000 annual income ranm the family would not be 
available for a BEOG's grant. These familicK, it is our strong feeling, 
will be helped by the grant, but they need as well the additional loan 
funds that we are proposing, and the changes in the loan program that 
wo are proposing, because their problem is often a liquidity problem. 

Senator Williams. Thank vou, Mr. Secretary. 

The program as you described it has been introduced in the House 
and of course has not been or will bfe considered for introduction here 
in the Senate and certainly addresses itsi^^u in. a most comprehensive 
way to the financial needs of all tlvkt we are directing our attention to, 
lower and middle income families of this country, in arriving at the 
grants progi'am for students I am^eft with^ome reservation that the 
approaches miglrt be so thin that those who arc hardest pressed will not 
realize the amount of grant that will make them truly a candidate for 
college. It flattens out from $16,000, as I understand it, to $25,000^/ 
flat $250; and the other pro-am has a graduation, and I know Senator 
Pell will w^ant to discuss this with you in some depth. 

So just with that bit^of, a caveat on that one aspect, I wil^ turn to 
our subcommittee ohaWuin, the creator of the BOEG program. 
Senator Pell. 

Senator Pell, Thank you very much, Mr. Chainnan. ^ 
One of my major concerns with the tax credit proposal is that it 
would encourage colleges to increase their tuitions by a flat $250, 
thereby- providing no real relief to middle income tuxpayers.^'our 
present proposal for a flat $250 grant in the $15,000 to $25,000 income 
^i-aiige would have, 1 would think, the same effect to a considerable 
degree. , , 

' Secretary Cahfano. Mr. (^'hairman, we do not think that. There 
will be testimony from several college presidents this aftenioon before 
*the House subcommittee, 1 think 5 or 6 are testifying, and they can 
deal with that issue directly. 1 do not think that. I might elaborate 
on why wv, came up with this kind of proi)osaL 'Jhere were several 
' reasons. Tlie two most important, I suppose, or one, the individuals 
jn that income range in our judgment are much more in need of loans. 
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'the increase we are proposing in the loan program, andnhe second 
problem is that $1,800 maximum obviously over a time wilLhifve tQ^ 
rise, as Congress has mandated rises in it in the past. 
• If you go with the President's program the way it is^ for every $100 
increase in the 51,800 maximum limit for the poOr j^imilies, you will 
have an increase of Sl^K) million in the nro^ram.^If you taie that line 
straight do\vn in a diagonal way,, you will have a whopping half billion 
dollar increase in the program every time you«waiit to give addHional 
$100 bkQnefit to the poorest people, aild we think that would hurt the 
poorer families. 

We, have tried to devise a profp-am thai helps the nilddle income 
families without hurting poor families. , * 

Those are the two central -reasons why we drew the line that v}Q,y 
instead of straight diagonal line; 

Senator Pell,, You do not feel a fiat $250 increase will be.a tempta- 
tion to use just that figure by many boards of tnistees who are thinking 
about a raise in tuition, and would say, well, maybe $250, maybe 
$125, $160? - 

Secretary Califano. I would think no^r^fli&tor, to be honest with 
you,' I thixik if there be a temptation for a college president to raise 
the tuition, it would have been theSrautomatic mandated increases the 
Conj^(^^has At th? maximum end more than, what is down at the 
minimuni cmd, namely going iyom $1,400 to $1,600 tp $1,800 each 
yearj which I know you have been concerned about as well. But I 
think that is our best judgment, and I think that is a question that 
should be addressed to the college presidents themselves this afternoon 
in the testimony. 

Senator Pell. From the viewpoint of grants, your proposal treats 
all families between $15,000 and $25,000 exactly alike. Do you think 
this really reflects families' relative ability to bear the cost? 

Secretary Califano. No, because it does treat them exactly alike, 
and it does not — it is not designed to j,^ect their relative ability to 
bear tiie cost. We think it is a fair amotiht to say they should all get 
that same kind of grant benefit, that we should provide to them other 
programs, the work study program, which will now be available to 
almost half a million stiNenta in that range above $16,000, aiid a loan 
program which %ve think deals more appropriately and less expensively 
with the liquidity problems that most of those families have. 

Senator Pell. Ihe propos^al with this flat $250 credit for grant to 
all families between $^16,000 and $25,000 appears rather similar, at 
least in effect, to the tuition tax credit. Where do you see the difTerence? 

Secretary Califano, I think there is a substantial ^ifTerence 
between this and the tax credit proposal 

Senator Pi^ll. For this range of people? 

Secretary Califano, This range of people, I would say that, the 
major diff^erences are, one, these ben<;fits under the Pell grant program 
are benefits that can be adjusted depending on differences in needs, 
differences ip: the cost of the college, and differences in teims of family 
allowance atid family contribution schedules. That kind of flexibility, 
which is what makes this program such an attractive one for colleges, 
families with students in college, is just denied by totally inflexible 
kinds of tax credit that can never be adjusted along the way. 

Senator Pell. The impact on the individual will be the same? 
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Secretary (Ulifanjd. In I yeiir, if in 1 year you had the same — well,^ 
sure, he would get $250, if in I yt;^r you would hav-e it. There is one 
difference^ he will get $250 a lot earlier in the year this way than he 
will under a tax credit when people get it sometime the following year. 

Senator Pell. 1 think, if I could tfim])lify this whole picture, that 
' basically what you are proposing is $990 million in the grants, $150 
million for work study, and $70 million for guaranteed student loans. 
This adds up, to the same amount of money, $12 billion that our bill 
put in on the Senate side a week or so ago adds up to, but with different 
divisions, . " 

In addition to that, the House lia^ added to it supplernental grants 
of $450 million not to take effect until 1980. I think we see the four 
basic components to the bi|l that the Housd has before it. We did not 
get a copy of your bill yet today ; we tried repeatedly, and only the * 
House was fortunate enough to get it. Do you see any great damage 
or w^hat would your feeling be in the basic gr^wits if we chani^ed the 
torque around a little bit to try to help, have a steady graph thfere, and 
spend exactly the same .amount of money. 

For example, 14-percent assessment rate, do you understand what I 
mean by assessment rate? 

Secretary Cauifano. What would be the tax rate on that charge 

Senator Pell. Assessment rate is on disposable inccftne. It is now 20 
percent on thejirst $5,000 and 30 t^ercent of the income above that. 
That sum is taken away from the sum or the amount of grants that is 
authorized under the law, $1,800. If it is more than tl\at, no sT^^t. If 
it is less, the student gets the difference, which I trust somSoody at 
HEW must thoroughly understand, because it is the guts of the whole 
program, ^ / ^ 

What I am suggesting is to change that assessment rate to 14 
percent. Congressman Ford had an excellent proposal, 16.5, 16 percent, 
1. that waii not accepted at the time by the acfministi^ation. 

* I am wondering what your views would he if it wei'e 14-percent 
assessment rate, which would take no mdre money than your proposal 
does, but would have a graph like this that wtus a steadier graph than 
^ this rather abrupt stretching out between $15,000 and $25,000. 

Secretary Califano. It would take $990 million? 

Senator Pell. Exactly, to the penny. 

Secretary Califano. To the penny. It would go to $1,800 maximum? 

Senator r ELL. It would go to $1,800 maximum. 

Secretary Califano, I would like to look at it and would certainly 
submit a comment for the record on it. 

Senator Fkll. But in principle, because we are really talking this 
thing out now, there is nothing liew in this cor^cept. You may waht to 
consult with your people, but would this not be acceptable to you? 
I would hope it would. 

Secretary Califano. I think the proposal \vj3jiiade is the right way 
to do this. What I would like to do, Mr. ('ha^w^^anTif I inay, is examine 
that and submit a response to you for the rccon]. 

Obviously we are talking about matters that are not, as you said, 
issues of principle, just issues of a better way of doing these tjriings. 
'..Senator Pell. What I would Hke to do in connection with the' 
administration bill-~and by the way, do we have it yet? Anyway,^ 
wheri"^ve do get a draft from you 
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Secretary Califano. I am surprised you do not have it. ' 

Senator Pj^l. We tried to get it jes^rday. j 

At any ra^, %yheii dff^et it, if we^Mit in 14-percent assessment 
rate and worked from thattUvould that be reasonably acceptable to 
you? Sanie amount of money, not another nickel fnore. % 

Secretary Califano. Mr, Chairman, I would like to look at it to 
see what future cost implications Ure, giw you detailed response as to 
how much it costs in the future to make changes/The one thin<^ that 
concerns us, I mentioned, one of the things that concerns us is the 
cost of increasing the "maximum depending on how you draw that 
line. And we db not in the future want to inhibit or put restraints 
that woulii in effect hurti(^low-income families at the expense of having 
them pay for it for middle-income families. We in a couple of days 
w;ill give you an analysis of that. Wp will give you our comments. 

Senator Pell, This approach is more aimed at middle-incorne stu- 
dents, which is really what the President is talking about here. The 
low-income student is helped by the fact the^naximum grant goes 
from $1,600 to $1,800, which is something ndw in any case. So the 
^low-income student will not be hurt by it, although the proportion 
will change from the administration proposal. The larger amount will 
go to middle-income America; which is that portion of America that 
IS ieally squeezed at this point, having such a difficult time. So that 
is my own intention, and I would hope very much that House Members 
might bear with me on this because it is very much in line with tht^ir . 
original proposal, with no more money spent, 

Now, another question that bothered ine. 

In connection with your thought of an additional 3.1 million sludents 
who will receive grants, we Jiavo tried to work out those figures and 
we cannot figure out where you got the additional 3.1. Can you tell 
us? . ' 

SecretaiT Califano." Yes; I c^ t^H you how we spewed this pro- 
gram and how we ^ot it and submit it ^'or the record. 

Senator Pell. There is nobody who can tell me now? 

Secretary Califano. We spewed those 3,1 milHon studenta out qf 
our computer program. 

Senator Pell. Maybe your assistant can tell you how he got this. 

Mr, O'Keefe. According to our estimates as the Secretary indicated 
from our computer model for estimating the cost of this program and 
the number of participants, number of grafts that ^ill be made, we 
estimate that in 1978, 2,398,000 grants will be given. In the 1979 
earlier budget request, submitted by the administration, we estimated 
that 2,193,000 grants would be given. In the 4979 proposal- that you 
aow have before you, our estimate that there will be 5,250 grants 

awarded. Between 1979 and 1978 

/Sanater Pbll. 5 million*, you mean. 

Mr. O'KebfB; 6 million. Thank you. 

Between 1979 and 1978 that is an increaae of 2,850,000. Between 
1979, the proposabthat you see before you todaj;^ aud th^ earlier pro- 
posal in the budget, that is an increase of 3,056,000. . 

Senator Pell. We will study those figures and we will work those 
out. 

Another question of general policy: If the tax credit is paased, and 
as you know, there was soraethmg like a 65 to 12 vote in the Senate 
last year, it is going to be very hai*d to derail it. Ijt has to be done vei-y 
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simply, and by something mii^ better, That is why we on th^^^iate 
side put in our simple bill — wiU It bo^the President's intention to veto 
the tax credit bill or will yon recommend he veto it? 

Secretary Califano. I think the President indicated ^yesterday 
he did not think the country could afford both of these programs. 
There hay never beeoi^an alternative presented to Congress, serious, 
viable, thoughtful, '^flexiblo appropriate- alteniative. And I myself 
am confident that if this legislation passes Congress on a timely ba^is, 
and these joint heafings I think reflect the opportunity to pass it on 
a timely basis, that the tax credit will not pass the Congress, that 
Congress will recognize that Uxx ctedit for higher education is not 
necessary or appropriate and cannot stand muster in terms of soimd 
public policy when measured against this proposal. 

Senator Pell. A final question: How do. you propose that we help 
private institutions? I come from a State with the higliest Roman 
Catholic population in the country, and the highest percentage of 
private schools, and parochial schools. While realizing tax credits 
may not be the approach to it, what approach is there that we can 
hold out to our people in line with the i^resident's preelection state- 
bw^ts to which they can look forward? 



Secretary Califano. Senator, with respect to higher .education 
which is NN-iiat we are talking^ about here, and what this proposal is 
direct-ed at, we estimate:) tliat about 27 percent of the money for higher 
education assistance in the fis/cal 1979 Carter budget, including this 
proposal, will go to private schools of higher education. 

The student bodies break precisely that way. There are roughly 
27 percent of the students in higher education in private schools. 
So'^ve think they are getting their fair share of these funds. 

This proposal does not protend to deal with the problem of ele- 
mentary and secondary education. I d6 not know whether you are 
referring to that problem. 

Senator Pell. The Moynihan-Packwood bill covers both institutions 
of higher learning and scbools as well. This is a real problem we have 



Secretary Califano. As far as elementary and secondary education 
are concerned, I guess I sboild make some general comments. 
Senator Pell. They desperately need help. 

Secretary Califano. The President indicated that he would seek, 
as the quotation read, constitutionally sound ways to assist private 
education. Whether a tax credit is a constitutionally sound way is 
certainly subj^'ct quCvStion under the Nyquist case that Senator 
Eagletor\ mentioned. For one, I have asked the Attorney General to 
look at that question. There certainly are serious constitutional 
questions about a tax credit for elementary and secondary schools. 

Second, in terms- of policy, I tliink distinction has to be made 
among different kinds of elementary and secondary schools. I niyselt 
send my children to Georgetown Prep and Stone llidge. I choo^se to 
do thatl^ I pay the bill for that. I do not think the Government should 
pay me anything, give me a tax deduction for doing that. That isoUe 
Kind of school. 

^ There is another school, local ])arish school, that may not charge 
$10 or $15 a month for someone to do that. Presently that church 
gets a tax deduction, 'there is a tax deduction for money provided in 
the church collection by individuals who contribute to the church of 
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-their ctoice. Much of tliat money in the parochial schools, much of 
the money collected in the church that is adjacent to thbse st^liools 
is used. So there is a tax deduction sitting there already. \^ 

Third, on a per student* biasis, the funds that we provide in (lur 
budget, in the FederalJraQgfet for public school children,^ averages 
out p6r student and^^t pej- title I student, averages out to about 
$128 per student in public Schools. The Moynihan-F&kwood proposal 
woula provide $500 per student to parochial schools for 'those students. 
I think that certainly raises a seridua^yestio!X of public policy. 

So I haw ^eat reservations about it. I would note one other tiling, 
as the Mensignor i;ioted in the statement that Congressman Biaggi 
r«ad^ the president has taken steps administrati^vely to try and m^c 
sure* that the parochial schools get the funds to which tttey are en- 
titkd. I might say, incidentfUly, that our estimate is that we are now> 
providing through Federal programs somewhere between $65 and $70 
per student ia private schools, in elementary and secondary Wiools, 
m terms of equipment and other things that are in the elementary 
and secondary legislation Congress h,as passed, i 

BtSt one of the problems has been the fact tha^r)equipinent,.books^ 
and what have you is not delivered to llxSse schools on a timely ^asis. 
The legislation providfi^r aut)xQ?ity where, if that is happening,- the 
Commissioner ol Education can move in juid bypass the State super- 
intendent- and State structure. That authority has .never been used 
until this year when, we used it. Commissioner Boy^jyc used it ijj the 
fulfillment of the President's j^lejlge. When Abe Beame was mayor 
of New York, I talked tahim afiout it, and I am sure Mr. Biaggi is 
fajIstHiar with this; New York City has that problem, and I talked to 
Cardinal Cook about it. 

We ate trying to make sure that the city, and State get that equip- 
ment through in New York. If it does not get through in New York 
fast enough, we will not hesitate to use authority Congress has given 
us. 

^ But, finally, I think the issue of elementaiy and secondary assist- 
ance at parochial schools has been aii incredibly difficult one trom the 
time of the 1965 Elementary and Secondary Education Act. It is the 
most treacherous part of that legislation, as Chairman Perkins well 
knows, and as you know, Senator Williams, when we were trying to 
negotiate that out, pluck that out, and I believe in the State of New 
York, if I am .correct, jjjst last week the Federal district C|iurt 
declared unconstitutional atax credit scheme that-Qssi^apnvate schools. 
I think that is a long complicated subject that needs of attention 
and thought. It just popped up in this manner this ye^r relatively 
recently, • \ 

It i^applea ^d oranges compare<l w\^\ the*subject we J^e dealing 
.with toHa^. ^ 

I think the subject we. are dealing with today is one which we are 
able to move swiftly, largely because of the work that you have done, 
that Chairman Ford has done, over the years in working with all the 
nuances v^of the higher education programs, Congressman Brademas 
and others. 

I think we ought to deal with higher education problems because we 
know what we are doing, and I think we know now to deal with it. 

Senator Williams. Pefore we turn t6 Chairman Perkins, just one 
clarification for my benefit. 
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Senator Pell indicated that if the assessment, BEOG's asse^ment 
rate were changed to 14 percent, which again would. give us the grad^ 
uated grant between the incomes of S10,000 and $20,000, the cost of 
that part of the program wotdd be the same as the program submitted 
by the Secretary, flat grant from SI 5,000 to 825,000, is that what you 
stated? . ^ , 

Senator Pble, 'that is correct. 
. Senator Wiluams. To say that the cost would be the same, that 
must rest oq the data base that is the same, the numbers of applicants, 
the numbers eligible. Now, I understood that the computer gave you 
these numbers, and I think it should be understood that we are working 
^ from a common base for the application of the two. 

Secretary Califaxo. That is right. It is very important we make 
sure we are working from a common base. We will run those numbers- 
^ and make sure your staff has them, 

Senator Pkll. These figures came from the Library of Congress, 
which used the Oflace of Education figures as their base. 

Senator Williams. Congressman Perkins. 

Mr. Perkins, Thank you, Mr. ChairmMi. 

i personally like your package. I have never yet seen a proposal of 
this mapiitude come before the Senate Subcommittee'^on Education 
and' the House Committee oii Education and Labor where there w as a 
meetitHj of mimls, and that has been the problem, of course. There is 
nothing sacrosanct when we go to cqnference, and I have neyer seen 
a §ituati6n yef where v/e have not been able to work something out 
with Senator Pell/ 

I personally like the approach that you have proposed here. Most 
of ^the money in the area of the basic educational opportunity 
grants, where it should be targetecl. The additional money for work 
study, the $150 million, is also very desirable. 

' I have always believed that wheA we let a student pay part of his 
way through college by working 20 hours a week, that student is 
obtaining much experience that will be useful to him throughout his 
life. I mentioned! that there may be some small changes in the package. 
I am certain we will be able to work them out in committee and con- 
ference. But, by and large, I feel that you are to be complimented for 
bringing this package. I have just aiew questions, and then I will call 
on Mr. Ford. ' * . 

We haye mad« great progress in simplifying the application forms ^ 
which students arid parents must fill out for basic grants. Nevertheless, 
the forms are still lengthy and complicated. It would be my hope that ^ 
a simplified form can be made available to students who will qualify' 
for the $260 BEOG grant. 

Will this be the case? Are you planning to work out a procedure 
which will be as simple as it possibly can for paying the guaranteed 
n^nimum grants? 

Secretary Califano. Yes, Mr. Chairman, Part of this program 
contemplates Ahcre will be a short f9rm. 1 hope one page, for those 
who would 1)0 entitled to minimum grants. Wq^ also hope to further 
simplify the existing BEOG forms and work is (jVi^oing on that. 

Mr. FERKms. I have corres[)oru]cnce in my office that <lemonstrates 
the great neecf for this. Students have actuall^^ become discouraged 
and failed to make applications Jbecause of the tremendous paperwork 
that has been involved in the runaround to get into some institutions. 
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Am I correct that with proposed changes in the insured loan pro- 
ETam students from families with adiusted family income of $40,000 
or less will be able to obtain loans and interest subsidy with minimum 
amount of paperwork on the part of the students and their parents^ 
Thev too, will not be required to fill out the complicated forms? 
This 'is the area in the commercial losms where we are confronted 
with this situation. " ^, • 

Secretary Califano. Yes, Mr. Chamnan.^ t 
. Commissioner Boyer has already eliminatefl^bout 2'^ million forms 
bv changing and consolidating some of the forms. Our ultimate ob- 
iective, which I hope we can reach in a couple of years, is to have one 
form, and it will take care of everything. So you will not4ilaguo stu- 
dents and parents with filling th^se out. - 

. We are going to simplify this loan form as well. 

Mr PljRKiNS. We have talked about this so long m the past. 1 
think you are going to be the' individual that is going to move m- 
this direction and do this job. But a very, very important part this 
proposal is the proposed liberalizatipn 'oi^ha msured student loan 

'^IdSe income students will be able to obtain loans with relative 
ease of $1 000 or more to meet current bills. We have observed that 
the- insured loan program is most effective k\ States where there are 
State insured loan agencies. ' . , ^ , t \\ ^ ^ 

The 1976 amendments encouraged the estabhshment ot these 

^m" Secretary, could yqu tell us what progrfss is being made along 
these lines? Are an increasing number of States moving to establish 

^!|^crX?y'cLiFANO. I think an increasing number of students are 
moving to establish those agencies, and I think we could provide a 
list of Ihe States and agencies for the record if we may. 
^ [The following material was subsequently supplied for the record.] 
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Existing Considering 

SUte estate 
Guarantee Guarantee 
Agency. Agency 



Existing Considering Antklj 

Private Private Date 

Nonprofit Nonprofit of 

Agency Agency Operiti* 



Aliba§a 



FY 78 



Alaska 



Arl2ona 



FY 79 



fe*kansas^ 
tSTi f or ol a 



FY 78 
TflT 



Cofinectlcut 
Delaware 



gjstrlct of OolumbiT 
florlda 



Georgia 



TY 80 



K»wa11 



Idaho 



Indiana 



Towa 



tonsa$ 



loiiis 1ana~ 



-ftalne 



Massachusetts . 



_fOs 



Minnesota 



Missouri 



fentana 



>fel>ra ska 



Nevada 



Jersey 



Se« Mexico 



)torth (iar oHna 
Bort IT Dakota 



Mo 



tklahoflia^ 



Pennsylvania 



^l)ode Island 



SoMih Carol i?Ta 
^uth Dakota 



Tcnnesseo" 



FY 79 



FY 78 



FT8Q 



FY 7B 



FY 79 



ITJ' 



FY 



za 
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Lrtsting Considering Existing Cbnsl/^erlng Anticipate! 

St4t? St«t€ Private Private Tat? 

GMrantee Suarantee Nonprofit l^nproflt ^ of 

Agency Agency Ajency- Agency Operation 



Utah 


X 








. 


VcTBont 


X 










yir^lnla. 












iJashlnnton 








X 


FY n - 


best Viroinia ^ 




X 






FY 79 


yUconein , ' 


^ X 










Wvomlna ' . 




X 




.\ 


FY 79 


* Afl*prici<n S.inioa ..V. ' : — 


•.Trust Territories ^\ 












* Suan 1 












fijerto Rico 










FY 79 


Virnin islt^nds 
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♦ No program being considered at the present tipie. 
1, €x1sting State guarantee agencies: 



Alaska 

Arkansas 
Connecticut 
DclaiirAre ^ 
S^orgla 
Illinois 
Indiana 
Louisiana 
Halne 
Maryland 
Michigan 
Kevada 
. Kiv Jersey 

2. Existing Private Morprofit Agencies: 



♦♦Higher Education Assistance Foundation 
Massachusetts 
He^ flafnoshire 

United student Aid Funds, Inc. 



New York 
North Carolina 
Ohio 

Oklahoma 
Oregon 
Pennsyl vania 
Rhode Island 
Tennessee 
Utah • 
Ventxjnt Mr 
Virginia 
Wisconsin 




The Higher Education Assistance Foundation 1s the guarantee agency for both 
Kansas and Hinncsota. 
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On August 30, 1977, Alabanw^s Supcfrlntondent of Education rcsponriod to the 
Co«.n1ss1oner of Educdtion*$ letter advisino that a select co'^anlttec;,- 
chirred by Or. Porter. Director, Alabanw Corwlsslon on Higher Ecfucatlon, 

Kas been involved with preparing legislation for a loan prcqr^^n, A Wll 
has bee/i Introduced In tho St^te legislature during it5 l97e session. It 
f$ anticipated that the projniA will be approved ot t/\at tiie and will be 
operational toward the »rul of FY 1978. ^ 




Tt)« Arizona Coiihisslon for Posts^ondary Education (ACPE) has prepared a 
report, "Financial Analysis of a Guaranteed Studtnt loan Program, which 
concludes that the State of Arizona could Initiate a student lotyi program 
It no cost to ttie State. Dr, I. Don Bell, Executive Director, ACP^, has 
lixllcated that they would like to tkplore other available options. They 
will contact the DTfice of Education (OE) to schedule a meeting to explore 
the creation of a program In greater depth. It is anticipated that the 
' ^raai will ti« established during FY 1979, ' 

f " . • ' . 



(CSAC) prepared a final report to 

o^^fuaranteed Student Loan 



Tfte California Student Aid Contnlssion 
GoverrKr Browrt recofnnending the establistnent 

pTpjgraJB (GSLP) In California. The Govern<>r has signed legislation to 
^establish the GStP' in California and has assigned the responsibility for 
'adHtn1$trat1on to CSAC. The legislation 1s currently under review by QE. 
\f<r. Arthur S. ftarmaduke, Director, CSAC, has contacted the Office of 
EducatiolltA discuss establishment of a OSLP. U 1s anticipated that the 
/progif^a wYTl be 



operational by Sept^er 1978, 



The Colorado Cofiomlsslon of Higher Education (CCME) has appointed a conwittee 
to draft legislation for the establishment of a State agency, In response 
to our letter encoiiraginQ the establ fsl^ent of a GSll^the Office of » 
Ediicatlon received a letter from Governor l^m In whloB^he expressed his 
interest in the prpgra^??, Lindsay Saldner, CCHE, has Indicated aftet the 
Cocwisslbn Is currently seeking legislative support as well as generating 
lender interest. It 1$ anticipated tfut the program will be established 
^ Ally 1979, 
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The Kentucky Higher Education Assistance Authority (ICHEAA) subojitt^lts 
legislation to OE for review February 9. Upon approval of the legislation, 
KH£5\A will execute the necessary agreements with the Cofundssioner to 
bccojoe operational, KHEAA expects to be operational by October 1978, 

HISSISSIPPI . 

Ht, Jack Woodward, Director, F^lnanclal Aid, Hlllsap College', advised th^t 
« $tiidy group consisting of State legislators tas, been appointed. They do 
not expect to Introduce legislation this year but are planning to do so In 
the 2979 session. Legislation has been passed creating the Postsecondary 
Financial Assistance 3oard which would be funded this session and begin 
* waking direct student loans in Jyly. 

officials fiiet with representatives from Governor Teasdalo's office to 
discuss the procedures fo^ the establishment of a student loan program in 
Missouri. Richard Stlllwa^n, a representative from the Governor's office, 
met with OE In January 1978 to obtairf further Information on the Education 
Amandawnts of 197o. He plans to present |^ program to the nextf session 
of the Missouri legislature and encourage thorn tc create a State guaran- 
tee agency. It Is anticipated that the program will become operational. 

January 1979, 

* 

0£ iifflclals met with a representat1ve/of the Office of the Conwiss loner of 
Hiaher Education, William Lannan, to "discuss procedures, for the establ i shnier>t 
of a student loan program In HojrtOTw/ Implementation of the program depends 
UDon legislation, Anotlier meeting was held fn J^ebruary 1978 In Great Fails. 
Montaha. ^^Ith the Study Commission, lenders, and schools on the latest develop^ 
Ments and to advise them of requirements. Coiamissloner Pettit has recon^nended 
to the (kjvernor that his departitient be designated as the guarantee agency and 
tftey are drafting an Executive Order to this effect. 

NEBRASKA ^ 

Oe offifUU met «1th representatives from the Office of Congressn«n Cav^naugh 
of Nebr«slc4 to d?scuss the establ ist^ent of a student oan program. WllHaa 
Fuller. Executive Director, Nebraska Coordinating '^'^5'^°",^°!:.^°''; 
tetondirv Education, has been designated to explore the possibility of 
SlIshingTprogra^. Mr. Fuller has been In contact with our regional • 
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office jn Kansas City, I41ssourK to further <jl5cuss the cstabllstwicnt of a 
sttMicrvt 1o«5^frogrM. ^ timetable for" establishing an agency has been 
(toteniiiTed.^ 

m HEXICQ 

Ift S«ptc*>b«r 1977, OE officials pet with representat^es- i3f New Mexico. 
N«w Hexico legtsUjtlon creating a GSLP is now In'the St^te legislature, 
Fassage 6f this legislation Is ejcpccted during the 1978 session. 

Wmi DAKOTA . . ^''^ y 

A Meting b«tM«tn OE officials and the Bank of North Dak'otk neojbers of the 
Govimsr's Office, ind the Postsecondary Education CommlsslSb ms held on 
Jamiary 23', 1978, to discuss the establishment of a student ^n program* 
Tlx Horth Dakota legislature Mets In 1979. In the iqeantiin€,\ ^tudy will 
1^ coiKlucttd to determine the feasibility of erecting a State 

SOOTK CAROLINA " * ^ " ^ 

South Carolina Stwdent Loan torporatlon (^CSIC) st|bm1tted Its legislation 
t« 0£ for revit^ , Upon approval, SCSLC will execute the necessary agree- 
i^cnts with the CojaaUs loner. SCSLC exeects to be operational In 
Siptaiibcr 1978. » ^ 

SOUTH DAKOTA 

South Dakota*$ Secretary of Edycatlon^has ^dvise^ that the Governor, has 
given his office Information on the 7t Af«f>dmeAts to review pertaining 
to the! establishment of a student, loai^grcgram In ^uth. Dakota The 
Secretary will sake f recoMM<ndatfon'to^e Governor based on- his 
findings*. In addition, the J)epartment of Education and Cultural Affairs 
fiiS reviewed. Information and procedures, for the establ Ishnient of a 
S^te ajj^ncy. A ineetlng'WIII be scheduled with the Office of Education 
■ifi.t>HP jfWit" futur*.' It is antlclpated that the program will be opera^ 
t1oii*l :iiv FY 1979. 

^XAS ' ^ • ■ 

fiovamor Srisco lias advised that Texas Is currently engaged In a comprehensive 
evaluation of possible State involvement In the program. A cowiittoe has^ 
be«ii created to study th6 options for State participation. In December, 
Hr. KackAda«s, Head, Coordinating Board, Texas College and University System 
of Texas, pet with i«cmbcrs of tht? guaranteed student loan prograin staff 
ami discussed establlstent of the prooram. It is anticipated that the 
prograai will be established by September 1979. 
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A Icglslitfve resolution Nis been'passed authorizing the Council for Post- 
Secondary Educatibn (CPSE) to study the" possibiU ties for involvetnent in a 
guaranteed studont loan program, A jnecting wa^ hold with Carl Donovan, 
Deputy Coordinator, CPSE, and the n>ajor lenders >n February 19/3 . -"^o^,, 
plans Ciill fon the creation of a private ,nonprof1 1 corporation in July iSi78 
which wi'll^bcgln operation U) ^na^ry 1979. 

WEST VIRGINIA 

The Governor contacted the Office' of Education advising that he has reevaluated 
his posltloh on the establishment of a State Guaranteed Student Loan Progratft ahd 
has designated ,^hn Thralls, m^ber of the, &oard of Regents of West 
Virginia, as the contact for OE to provide' infomwition on the establishment 
of such a program. It is anticipated that a meeting will be held this 
spring*. ' 

Fred Slack, Executive Director of the V/yomIng Higher Education Council has 
advised that he anticipates that a bill to create ^ State agency program 
will be introduced during the 1978 legislative session. If passed, it 
Is anticipated tl>at the program will became operational In FY 1979. • 

mm Ritp ' 

Puerto Rico has contacted the Office of Education to obtain a listing of 
existing State agencies. They plan to contact the^e agencies for inforination 
and an exchange of Ideas on guarantee agency -programs . In rio^ember, In 
response to our Utter to the governor, im^bers of the Office of Education met 
with representatives of Puerto Rico to discuss the financial Incentives 
provided States under the 76 A»endments. Another meeting was held In February 
1976 to discuss establishing a program In Puerto Rico and the cost to Puerto 
Rico to create a program. Puerto Rico will expfore the possibilities of Tunis 
for start up cost of an agency and sake Its recofamendatlons to the governor. 



VIRGIN fSlAKDS 



Rarlo A. Watlington,.Cha1n8an, Virgiif Islands State Board of Education, 
forwarded a copy of Virgin Island Uw to detersjine wheth£?r or not It meets 
the requirements for establishing a program. OE.will review the regulations 
and continue to work with Mr. WatlIhgton. They plan to schedule a laectlng 
In the spring with OE officials to discuss the establishment of a 
(jjuaranteg agency. 
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* No program being considered at the present tisie, . . 

J.. Existing State guarantee agencies: 

Alaska x Hmv Vork ^ 

ArkAiisas-**^ - Ftorth Carolina^ 

Connecticut Ohio 

Dolav/are * Okl«h£M 

Georgia Oregon ^ 

in^inois Pennsylvania 

Indiana ^ ^^^^ island . 

Louisiana * Tennessee 

Kalm? Utah 

Maryland Vermont 

Michigan / . Virginia^ 

Nevada ^ ' Kiscgnsin 
' New Jersey 

2. Existing Private Korprof ft Agencies: 

**^^igher Education Assistance Foundation 
fessachusetts 
Kew fUiJipsfiire 

United Student Aid Funds, Inc. 

** The Higher Education Assistance Foundation is ths guarantee agoncy for both 
Kansas and Minnesota. , 
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On August 30, 1977, Alnbmia's Superintendent of Education responded to the 
Co«i.r1ss loner of education's letter advisiny thnt a solect co'i;mittee, 
chaired, by "Dr. John Portor, Director Alabama Corvnission on Higher rducation 
has been involved with prcp:ir incj logis-lsjtion for a loon proyr^^n, A bill 
has been introduced in the State Icfjislature ^during its 10JC> session. It 
Is ant1cipatod*that the, program will be &pproycd at that tloie and will bo 
•operational* toward the end of fV 1973/ ' *2 

ARIZbfIA- ' \ - . 

The Arizona Co!^:nis5lon for Postsecohdary Education (v^tPK) has prepared a 
report, "finaficlal Analysis of a Guaranteed Student Loan Prqgra^,** j-zhich 
concludes that^hc State of Arizona could Initiate a studtvit loan pronram 
1( no cost to. the State. Dr. I. Don Ball, Eixecutive Director, ACP£, hus 
Indicated that they would like to explore other available options. They 
will contact the OTfice of Education (O/i) to schedule a meeting to explore 
the creation of a program In greater depth. Jt 1^ Anticipated that the 
program Wiill be established dicing FY 1979. V 



CAlIFORfllA 

The California Student Aid Conriilsslon" (CSAC) prepared a final report to 
Governor Srov/n reconrnonding the establ isbient of a Guaranteed Student loan 
Program (GSLP) in Californioif The Governor has signed legislation to . ^ 
reestablish the c!^? 1n Canfornia and has assigned the respons^>"ll Ity for * 
Hdwlnistratlon to CSAC. The logislatfon is' ci^rently under reviev/ by OH, 
Mr, Arthur S. f'.armadukc, Director, CSAC, has contacted* th6 Office of 
•Education to discuss establ isKijent of a GSLP. It is aaticijwted that the . 
prograJJJ will be operational by September 1978. 



The. Colorado -Cof^nissHon of Higher Education (CCilE) has appointed a comniittee 
to draft legislation for the-'establ is);nent of a State agi?ncy. In response 
to our letter oncouraglnf) the establishment o.f a GSLP, the Office of 
Education received a letter frofn Governor Larjn in Which he expressed his 
Intercstin the program. Lindsay Baldner, CCHC, has Indicated that the 
CcKiwtssibn is currently seeking legislative support as wcll*as generating 
tender Interest. It Is anticipated tliat the program wfll be ^stabl ished 
by ^ly 1979. 



The Kcntficl;>' llio^cr Education Assist*ince Authority {I'sHCAA) sut>^:tfttcd itti 
]|!ylVution to OC for review i'Obruary 0. Upon tipproval of the 1 cgi sla tion » 
J^ftAA will fxCLiitc the nccccsary ogrci'iMonts with tho CoiXiini s$ ioncr to . 
bccornO opcratloria] . KHSAA expects to be operotiojial Isy October 107^^. 



HISSISSIPPI • 

Mr, Jack Uoodv/ard, Director, Financial Aid, Ml 11 sop Co1i*^c, advised that 
k study group consisting oi State legislators has bocn appointed* Thoy do 
not expect to Introduce lecjislatipn this year but are p] a fining to do <,o in 
the 1979 session. -.-CegisliUion has been passed croatinn iht' Postscfondary 
Financial Assistance Board which v/ould be funded this session, and begin 
Baking direct student loans in Jyly. 

m soM • • ■ ■ ' 

0^ officials met with )»epresentativcs from Governor Teasdale's office to 
discuss t)ie procedures for the establ ishiicnt of a student loan progroMi in 
fiissuiirl. Ricuat'd Stilhuqon, a representative fronl tho Govorrk)r ' s of f i cc , 
-Riot v/ilh 0£ in January 1978^to obtain further inforn^tion on the Wucation 
Ai^iendments of 1975 . Me plans to' present the procran to the next session 
of the nissou'ri legislature'and encourngc the-T tc create a State guaran- 
tee agency. , It Is anticipated that the program will become operational 
fcy January' 1979. 



HONTAN'A 

0£ officials met with a representative of tho Office of the Commissioner of 
Higher fducation* Will lam lannan, to di scuss -procedures for the establ i sh-icnt 
of a student loan program in Montana, Inple:nentation of the program depends 
upon legislation. Another meeting v/as held in Fcbrvary 1978 In Great. Falls, 
fklontana, with the Study CoPwnission, lenders, and schools on tho latest di^velop 
Rents and to advise them of requirements. Commissioner Pcttit has recoiciTended 
to' the Governor that his d'epartment be des.igrtated as the guarantee agency and 
they are drafting an Executive Order to this effect. ^ 



NEBRASKA 

CF officials met with representatives from the Office of Congressman Cnvonaugh 
of Nebraska to discuss the estnbl i s!v.ient of a student loan program. William 
Fullci-, Executive Director, Nebraska Coordinatin^j Convnission for Post- 
secondary [ducaJtion, has bc^m) desionated to explore tho possibility of 
^stablis^nng a program. Mr? Fuller has been in contact with 'our regional 
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office in Kansijs City, flUsourt, to furthor* discu«-.s thc^c^tobl ishnic/it of a 
student ]oari progr-jni, llo timetable for estahl i t»ln" ng an dfjency hjs !>cpn 
determined, . 

In ScRlembcr 1977 , 01 officials mot with representatives of Nov,' flexiro. 
ftew Mexico Icgi.slatlon creating a* GSIP 1s nov/'in the State Jeyislatyrc 
Pjissayc of this legislation is expected durfng the 1978 session. 

DAKOTA ^ 

^ 

A pjeeting' between OE of ficfals and the Bisnk of North Dakota , Nnenrbers of the 
Governor's Office, and the Postsecondnry Education CofntiissionS^as held on 
January 23, 1978, to discuss the cstabl ishiTient of a student loan prograru 
The North Dakota legislature meets in 1979. In the neantiirie, a study will 
be cdiiductcd to duterniin^ 'the feasibil ity of creiiting n State program.* 



SOUTH CAnOLINA . ^» 

South Carolina Student loan Corporation (SCSLC) subiiittod its legislation 
to or fo!' review. Upon approval , SCSLC will execute the necessary ayr'cc- 
nents v/ith the Coi.znissioner . SCSLC expects to be operational in 
Septer.iber '1978. ' ■ • ' 



SOUTti DAKOTA - ■ . ' 

South Dakota's Secretary of Education h^s advised that the Governor has 
given his office Information on the 76 Amendments to review pertaining 
to the establ isliment of. a student loan program in South Dakota. The 
Secretary will inake a* rccomcsendati on to the Qovet^nor based on his 
findings. In addition, the Department of education and Cultural Affairs- 
has reviewed information and procedures for the establ isfwent of a 
State agency. A meeting v^ill be scheduled with the Office of Education 
111 the near future. It is anticipated that the prograsi will' be opcra- 
tlooal in FY 1979* 



TEXAS * 

fiovemo'r^isco ^as advised that Texas is currently engaged in a comprnhensi ve 
evaluation of possible State involvement in the program. A conni'tter has 
been created to study the options^ for State participation. In Deccniber, 
Hr, Mack Adams, Mead, Coordinating Board. Texas Coll ccje and University System 
of Texas, with sKMubers of the Quarantced student ]o^^) program staff 
* and discussed cstabl'ishnient of the program. It is anticipated 'that the 
prpgraui will be established by September 1979. 
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A legislative resolution has been passed authorizing the Council for Post-^ 
secondary EduiMtion (CPSC) to study the passibnUics for involvr:icnt in o 
guaranteed sttifU^nJ loan prof^ra^n. A mcetino was hcUi with Carl '^onovMn, 
Deputy Coorainotbr, CP3i;'» and the major IcnJof. in fciy-Us^ryO n;3 . TluMr 
plans call for^thc creation pf a private. nonprofi t corporalion in July 10/13 
Vhich will bogrn 'operation in January 197'0. 

W^ST V!RGir:iA 

The Governor contacted the Office of. Education advising that ho has rocvalustcd 
bU position on the establ ish^Tient of a State Guaranteed Student Loan Program and 
has designated John Thralls, f^c^nbor of the' Hoard of Regciits of IJcst ^ 
Virginia, as the contact for 0£ to provide infoi-riation on the cstabl i sh;-nt 
Of such a' program. It i^ anticipated that a meeting will bo held this 
sprtfig. . *^ . . 

•Fred Slack. Executive Director of the llyo:ning Higher Education Council has 
advised that ho anticipates that a bill to create a State agency proQran 
will be introduced durifuj the legisUtivt session; II pa^^scd, U 

' Is antlcipatea that the program will beconie operational in PV.'Vr/y. 

PUERTO RICO , • 

Puerto nico Iws, contacted •fho Officc^f Education to obtain a listing of 
existing State agencies. They plan to contact these agencies tor infomation* 
and an exchannc of itlcas on guarantee agency prugrains. In f.ovrnbor, in 
response to oi.r letter to the sovernor, nic.bers of the Officc of Education met 
With representatives of Puerto nVo to discuss the financal , 
provided States under ths 76 tendnents. Another meeting w.ts ho d w ebruar/ 
1978 to discuss establishiiAs a program in Puerto Rico and th« cost to lf^}-J> 
Rico to create a {irogram, Puerto Rico will explore the possibilities of Tunis 
for start up cost of an agency and niake its reconimSmiations »o the governor. 

VIRGIN isiAf;ns 

f'^rio A. Watlincjton. Chairman, Virgin Islands State Doard ^J''" • . 

forwarded a copy of Virgin Island law to determine whether or not it meets 
h ri ro.n'°^^ for csLblisiiing a program OE will review t o rogu 'U;ons 
and.continue to work with Hr. Uatlington. , They plan to schedule a «ceting , 
Jfl the spring with OE officials to discuss tho ostabl ishment of a 
guarantee agency. 




Mr, PERfiti)J«. Let me thank you yery much, Mr. Secretary,.', ' 
Mr. ForJ.; '' " i . , ■ ' " ■ ' ' 

Mr. FoRi>. Thank yoi;, Mr, Chairman, . , ' * 

Mr. Secretary, I thmk all of us ha^ve been tiS^tiating, and I would 
like to observe that when I started negotiatinp witH you, I was not 
' , wearing the cast tkat is on my right ann. For those who observed us 
before and after, I absolve you of direct responsibility. [Laug^it^er.]' 
The questions raised with res{)ect to how the redline projects itself 
out there are qu^tion3 Aire have, all, tried t<? deal with. They' really 
require very little change. It really requires veij substantial computer 
runs t9 know what impact going to b^e/I think it is fair to dbsei^ve 
' that; on our side^ we kgt^ with Senator Pell we sliould, not just 
quickly accept the ide^ that this specific location of the redline on 
your chart is exactly tlie place to get the most efficiency for the amount 
of<loll^. ^ / 

I am sure we can refine the initial ideas^ / * / 

jI am pleased to sefe that so far everyone aA^ee^ that philosophically^ 
your placement of^the" redline on the chart ^ gping in tJie right dircic- 
tion and trying to put tlie emphasis where it belongs. • 
^ ' ^Secretary Califano. 1 think I should ndte for the record that 
that redline, if there is anyone responsible for continuing to move 
that redline over the'* past "cotple of weeks, it has been Chairman ' 
Ford, ^ 




^Mr."*¥uRD. Thank you very much, I wish' we^ to the point 

/ th^ii the Senator wished to come, and that is even Mtter, 
\ We have ^ study that was requestetf by my committee last spring 
of *the Congressional Budget Office. Jt is a study produced without 
drawing conclusions or 'making political recommendations because 
that i^ not tiie function. Instead; it comp^-res alternative methods of 
delivering high&r education assistajice to middle-inconiie students. It 
was released just this January. ,^ , / 

One of the things ydu notice very quickly when you look at the 
chart in this study, with five alteriiative methods of reaching middle^ 
iupomenchildren with college fupds is that a tax credit tends tq hit 
th€ target, if the target is tne $10,000 to $25,000 income family, with 
less than half of the new money that you put into it. It demonstrates^ 
it takes more mpney to hit the same number of children 'with tax 
credits but, if fact, the $10,000 to $25,000 group gets less IhBiv half 
•of the money, anci most of the moni^y that misses that target takes 
V off anfl swoo{)s upward into high income brackets. 

On the other hand^ the Ofiice of Management and Budget sort of 
^anticipated ;four program and took the $8CW million figure for improve- 
,Ment in the PelUgrfitnts, Without going to tlie refinement of where ■ 
thcKrcdline on yotir "c^j^irt is, it^caine to>thp conclusion that the. most 
^eSicioti^ way possible to put most of* the monoy out in motion so that 
it hit thfe students from the Slf),000 to $25^000 grouj>wa«'fo expand on 
't^e^Pell grants/So tKey used 'the fjgure $8t5^f million. ^ . ' 
^\\Ve arejiow talking,.about $1 billion, Sdiich is more generous, of 
coUrse^-J?vci^WTtiH&&Q(^^ they .^owed they could hit far more 
of tjKJ^! students with tFuTrmiiiey. than $1.7 billion spent in tax credits 
Wfi^dd hi(. \ ^"^--^l.^^,^^^ 

/ Tl^ey picked the $800 million ^|igtiTe -tr^tn^to get close to what pro- 
dum^ the same number of students,, so if tiikes more than twi(;o iis 
much money with tax^credits to hit the same nlHpber of student^j in 
th(> $10^000 to $25,000 bracket. 
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They indicated that spending SSOO milUon, which is h*ss than what 
you are proposing, would pick up a situation where 72 percent of the 
money goes to students from $10,000 to $25,000. Obviously, if only 
72 percent of the money hits that target, the rest of the money went 
somewhere. Your chart and this study indicate that by using Pell 
grants as metliodology for the principal expenditure of money, the 
result is efficiency in targeting, efficiency when measured against zero 
to 100 percent ot the money going to middle class, and results in im 



ualifying for the programs, 
ramatically. At z^sro income 
om of choice, if you will,^ for 



provement for the students already qi 
On your chart you show that very i 

?ro\x improve the status and ability, freedi 
ow-income students, at tht. same lime that you bring new students in. 
^ Now*, unlike tax credits, therefore, I think that leaves you in a 
position of being able to say that yon are proposing, and this was 
brouglr? to my attention by people who are suggesting that the real 
concern is how much of the taxpayers' money we at-e going to sped, 
that you are proposing to spend taxnayers' money in a way that \yi\\ 
increase thje number of people who nave access to higher education 
without diminishing the present opportunities of anybody who already 
qualifies. 

I would ask you if you do not a^ree that that should be, w^hatever 
amount of tinkering we do, a guiding principle on hoW we finally 
come out on this legislation? Is it the adniiuistration's position that 
the protection of the existing programs and existing pepjile who 
qualify for those programs is essential to the end product? 

Secretary Caufano. Yes, Mr. Chairman, it is. We agree totally 
with that principle. We should not help the middle class at:the exi)ense 
of the poof. We should not take from the podrHo give to the middle 
class. That is a distinct principle of the program^ f ^ 

I might note that along the lines you mentioned as well, take the 
so-calk'd Roth propasal, that tax credit proposal would, provide a 
quarter billion dollars to families making more than the 90th perct^ntile 
of income in tliis country, to the top 10 percent of the families in this 
country. . , ■ , , ^ . 

If you' take higher education portion of ihe Packwood-Moynihan 
proposal, that provides more than half a billion dollars to the top 10 
percent pf families in tenns of income in this counti^. 

Mr. Bkademas. Will the gentleman yield? 

Mr.' Ford. Yes. 

, Mr. Brademas, If the gimtleman would allow me to make one. 
observation, because I must go to another meeting, and ^isk my 
single question, Mr. Seci-otary, I strongly agree with what Mr. Pord 
"has just said in delineating some of the <listinetio!\s between tax credit 
proposals and the bill under consideration, and was glad to see Senator 
t*elf call for some degree of flexibility in respect to the Pell grant 

formula. i t \!c 

But I think there is another (*onsiderati6n beyond the one Mr. 
Ford ha^ noted, and that helps explain some of the attractiveness 
of the tuition credit nroposal. People c^n be for the tuition crecht 
proposal and then make the case, qtiite speciously to my judgment, 
that they are hein^ fiscally responsible, simi)ly because they are not 
voting for a])proprftitions. . 
. I know Nlember^ of the House who would not he caught voting for 
$>mllion for student assistance, but who would enthusiastically vote 
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for tuition credit proposals, that would represent twiee the drain on 
the Feilera! Treasury, urul then i^present themselves as beinj^ stew- 
ards of the public's tax dollani. . 

I aril not very impressed by that argument. 

My (juestion is tliis: Kepresentinj^ as I do a eongressioiial district 
that ha.H a wide variety of kinds of colle<:es and^niv(»i-sities, j)ublic 
and private- Xbtre panu^ IJnivei^ity, Bethel (oUefj:e, Indiana 
Univpnity and Purdue IJnivet^ity .1 wouhl wonder if you couid 
give us a (:oniinenjt on how you see the inipiict of tlu^ bill under con- 
siderAtion in strengthening and in maintaining the pluralistic base of 
American higher Oilucation? ^ 
Secretaity ('aj^ifano, I think the figure that might make the point 
most significantly, Congressman Brademas, is that prior to tlie $1.46 
jbillion add-on, the private education jiortioj^i higher echication area 
Van well below 27 percent, which I nunitioned, which is what they are. 

Indceii, aild-on m the context of nonpublic education, higher educa- 
tion, is close to :iO nercent of tlmt $1.4{) tillion, which leHVei> us in 
fiscal 1979 with higher education splitting exactly in proportion to 
the^way the students ^^o to school: 27 percent private sector and 73 
orcent in the public^ liigher education. 

So I think that we are giving to those schools ample — those schools 
that keep this society pluralistic and keep our eilucation pluralistic 
and give us tlie best of all worlds — ample resources. 

Second, one of the reasons we put so much i^rhphasis on BEOG's, 
the Pell Grant prograw, is because that program is d very helpful 
program to that community, 

.My wife's school, which is a small. ratholic women's college in 
New York, could not survive without the Pel! Grant program. I 
think that is one of the rea^>ons why wa chose this program, 
\Jr. Hhaokmah. Tliank you, Mr. Secretary. 
Thank you very nnu^h, Mr. Ford. 
Mr. Foai). Thank you. 

Mr. StM-retary, on the House side our committee has in the last two 
Congresses been given by House rule tlu* oversiglU authority over all 
educational functions in the Federal Government without regard to 
the Federal ageftcv dealing with thenu 

~^his past year, in the exercise' of that oversight res(>onsibility, we 
held extensive hearings on massive unrest across tiie country in the 
education comnninity caused by regulations perceived to he arbitrary 
coming from the Veterans* Adniinistration. * 

()ne of the argunionts was that the Veterans* Administration de- 
cided to ignore entirely the local autonomy of the coHeges ami univer- 
sities, and set up for themselves a stereotype of what a student should 

fn doing that, they decided what a full-time student should Ih\ and 
then they just arbitrarily said cither the stu<ients on your campus 
meet our definition of full-time student^v or we ctit oil* the money. 

In some instances they cut ofT money and said we just cliscovered 
you didVnot njeot the definition/and we forgot to tell you about it. 

In any event there atf some three ch)zen lawsuitK in process tt<;roj^ 
the country because of difficult;;^ in interpreting regulations, corning 
from an agency that does a fiuita^stic job of passing out a trenuuidous 
amount of money, but. does not have a deeply hase<l philosophical 
attachment to education as one of their principal operations/ 



43 



ERIC 



40 

* 

' TheV just pass out ^ucation funds. In the event that we had tax 
credits, would there be much likelihood that IRS and the Ireasury 
Department. would let your Office of Education set the standards by 
which the universities determine whether they had full-tune students 

or whether students were qualify,ing? 

Would not we be likely to ex|)ect that IRh would want to make its 
own reimlations about what a full-time student w&s^ quahfy for the 
tax credit and what the full-time attendance was for a tax cre.dit and 
decide how many class^j a student could iniss or be lat« tor before they 
lost the tax credit? ^ i t. i 

Are we not looking down the road, Mr. Secretary, toward somebody 
other than your agency making that kind of decision? , , . 

Secretary Califano. I think, Mr. Chairman, re^'ardless of who is' 
Secretary of HEW or who is head of the Commission on Internal 
Revenue, the nature of bureaucracy being what it is, you have en- 
tirely separate sets of regulations from IKS, witli entirely different 
focus because their fimction through all of this is to collect revenues, 
and inevitably not -the heritage which the Education Department 
has in sensitivity toward schools and ^e differ^ flexibility needed. 
I think tliat would be inevitable. 

Mr. Ford. Thank you, Mr. Chainnan. . , , ^ 

I have one final point t^t I would like to explore with the Secretaiy. 
You mentioned in your testimony, Mr. Secretary, that one of the 
improvements over the present condition of Federal aid to , college 
students tliat was highlighted in Uiis room, proposed by you and the 
President, is the treatment of tlie independent student. 

We are aware that we have now a changing college population in 
this country, and it comes as a sun'^se to people when they discover 
that less Uian half of the i>eople attending colleges and universities 
in this country today are within the traditional college age of 18 to ^2. 
That is changing every day, more rapidly in the direction of fewer 
and fewer or a smaller percentage of traditional age students making 
up the school population. t ■ i j * 

We have been concerned for some time about the independent 
students. Under the present circumstances, let us tussume an inde- 
pendent student, somebody trying Uj work his w&y through scliool, 
somebody no longer in the nest, so to speak, with the family to pro-, 
vide housing and all the rest of the things, is industrious enough to 
try to go to school full-time and work. If that student makes as much 
as $4,200 a year, which is clearly below the poverty level, what happeiis 
to him under our present system? 
Secretary Califano. They basically get nothing. 
Mr. Ford. They do not qualify for anything? 
Secretary Cawfano. They do not qualify for basic grants. 
Mr Ford They walk into the bureau's office and they would be 
told that, so they go back and tell the rest of their neighbors because 
you are a rich $4,200 a year, self-employed person working full-time 
and trying to get through school, the Government will not do anything 

for you. • 
Secretary Caufano. That is correct, Mr. Chairman. 
Mr. Ford. What happens to him under your proposal? ^ 
Secretary Califano. Under the proposal m the leKislation that 
you and othei^ introduced yesterday, that person would be eligible 
for BEOG gy^t, would be rated on BEOG grant scale, according to 
their r^urces. ■ 
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Mr. FoBD, There is anotlier type that many people have brought 
to our attention. 

Let's say a widow or divorcee who nevertlieless has responsibility 
to support herself and two children, is receiving about $,3,600 in sup- 
port payments frora the forhier husband for the children, and she is 
able to work part-time, still take care of the children, and make about 
$3,00). She is making about up to $6,600 total, in support payments 
and her own outside income. They live in a small house in which she 
has $6,000 equity. ' 

Is she eligible under present law for any help from BEOG's i^she 
wants to go back to school to improve Ifer job skills? 

Secretary Caufano, She would not be eligible for any funds under 
the BEOG program. 

Mr, Ford. What would you do for her in- your program? 

Secretary Califano. In those p^ticular cu^umstances that woman 
under the prop<^ legislation, the President's program, would be 
eligible for a full BEOG ^ant, 

Mr. PoBD. Finally, a prototyi^ that I am sure will not surprise 
anybody has been very dear to%ny h&BxU Our typical auto worker, 
a family of five, with one in college, and the wife stays home to take 
care of tJie other children. / 

The auto woirker works. He does not in recent years make the/ull 
year's salary, but in my event, they have got $17,000 income, and 
they are supporting three children out oKthat $17,000 income. They 
only have one in school .1 

it is my understanding that pr^^tly the one in school is told 
when he get« to tlie college door tha^our dad makes too much money 
and your mother besides and we cannot do anything for you. Is that 
right? 

Secretary Califano. That is right as far as BEOG's program is 
concerned^ the Pell program. , 

Mr. Ford. Now, with $17,000 income, what happens to that one 
student in schoorfrom that auto worker's family under your program? 

Secretary CAUFANa. He would be eligible for that program. 

Mr. FqiHD: Get both the $250 BEOG grant plus a guaranteed student 
loan, with a subsidized interest? 

Secretar^^urANO. Yes; he could, . * 

Actually; we estimate because of other changes in that legislation, 
and this is a quick rough number, we would like a chance to double- 
check it, that family would be eligible for about $280 in BEOG 
money. 

• Mr. Fo^. ThanSiyou very much. - 

Senat^WiLLiAMa^ Senator Eagleton. ^Tjp^ 
' ^ " I vlfffask til 



Senaw>r Eaoletom I have one question I vlfffask the Secretary to 
a^wcrjn brief an<l smk him to elaborate on it further in writing, |>er- 
ham fflrom his legal department. 

When proposals ofcrne befoce Congress, which would calk for the 
spending of publuinnoneys in the area of private elementary^ and sec-^ 
ondary education, such proposals have to be considered in the context ' 
of the establishment clause of the First Amendnrentf 

Hypothetically, if Congress^ were to broaden the BEOG program 
and the administration's proposal, so as to include private, elementarv 
and secondary education, or if Congress were to enact the Packwooa- 
Moynihan bill, which includes private elementary and secondary 
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education, what would bo the view of HEW as to the constitutionality"' 
of such legislation? ,111 

Speciiically, I bring to the Secretary's attention the so-called 
secuiair^urpose test and the so-called entanglement test as set forth 
by the Supreme Court of the United States in the Nyquist case and 
other cases in the separation of church and State which are of consti- 
tutional law. N, . . 

Secretary Calif ANoSenator, I am not a practicing lawyer any- 
more, but as I said, I have asked the Attorney General for his opinion 
as to the constitutionality of the elementary and secondary portion 
of the Moynihan-Packwood bill. * 

As I understand the Nyquist case, iffetruck down the State statute 
that reimbursed low income parents for 50 percent of the private 
tuition and gave middle income parents of private school children a 
form of income tax relief, that was deduction and credit, elementary 

and secondary level. ■ . "fc ui • u 

I think obviously there are serious constitutional problems with 
doing that. Also, there are other cases as you are aware, since you 
follow this are closely, relating to the Elementary and Secondary 
Education Act that is now on the books, and there has been a lot of 
litigation over the past 10 years that makes ifvery difficult to draft 
legisla^.ion in this area. 

\ would underline again the quote that the Monsignor used that the 
President used in carefully choosing his words, that ne was committed 
to find constitutionally accepted methods of providing aid. 
■ .f In my judgment, this was a very candid and straight statement 

for the President to make. We have had in the past statements made 
by individuals running for the Presidency that they would simply 
flat out provide aid, which I think is terribly misleading. 

the easiest thing for President Carter to have done during the 
campaign \vould be to imply he had some supr solution to weave his 
way through all these Suprenie (^urt decisions and dump a bale of 
money on paroohial school systems for this country. 

He has eno«(gh guts and candor to every time iie dealt with that 
subject to indicate as he did in the statement which was quoted, that 
he was bound by the constitutional dements, and he has indicated 
these were difficult questions. , 
Senator Eagleton. I think the recdrd should show that lormer 
President Nixon did make the kind of statement which you referred 
"to, in the presence of Cardinal Cook in New York in one of his I resi- 
dential campaigns—the satchel of money approach, not qualifying it 
by any constitutional constraints. , , • v t 

I hope you will convey to the Attorney General the timeliness of 
his opinion lM>caH^ I think when this bill or any one related to it 
comes to the floor of cither bociy, constitutional questions are going 
• • ' to be raised. It will not/io us much good to have the Attorney Gen- 
eral's opinion next yea/ if it is to have an impact on this or related 
educational programs. The opinion should be made of public knowl- 
edge prior to the debate. « 
Thank yon, Mr. Chairman, 
Secretary (Ulifano. I will convey that, Senator. 
Mr. Perkins. Mr. -Buchanan. ' 
Mr. Buchanan. Mr. Chairman, obviously, us a cosponsor, 1 tully 
support this legislation and prefer this approach to the tax credit 
approach. 
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I do have some eoncoms, however, based primarily on th(v fact 
that our problem hore ha« long been not with these two committees, 
which have desired to be more generous in our approach to education 
and wantwl to give' more assistance to middle-income families. Our 
problems here have been with OMB, the Whit^ House, the Budget 
Committees and the Anpropriat ions Committees. 

Now, I am delighted we do not have the prtiblem with the White 
House or executive branch, as this is your initiative. I am concenied 
^ about elementary and secondary vocational education, those areas 
; Where still a majority of young Americans are. Only a minority of 
stmients get into postsecondary education. I think this would provide 
incentive for ^e&ter numbers to do so, but l am concerned about 
the limitations of the total appropriation of funds for education. ^ ^ 

II IS goinp to take a very substantial commitment by ypu and the ' 
administration, m your, dealings with Budget and Appropriations ^ 
C.onimittees, to make sure that not only is tlltere adequate money for 
I>ostsecondary. education for student programs, but also for elemen- 
taiy and secondary education. 

1 trust we can look toward that very strong commitment. 
Secretarj^^TAUFANO. Yes, Mr. Buchanan. 

There are major increases in elementary and "secondary areas in 
the President's budget. Increases of about a billion dollars for title 1 
for new concentration provisions, $664 million, almost $300 million for 
special education for the handicapped. We have increases of S15 
million, bilingual education, sharp increases in per student amounts 
we are paying for Indian education. - 

I think across the bo^rd this is the most walloping education budget 
that a Pres^ident has presented since Lyndon .Johnson proposed the 
JUeiuentary and Secondary Education Act of 1965. 

I think we are committetl strongly in that area and sensitive to 
what you are talking about. , 

Mr. Buchanan. Second, I followed your copcem that we not 
neglect to cover low-income families presently receiving assistance 
under existing law. If we had less than full funding, it seems to me 
we must make certain that in this new i^^gi^Qfi^iga, Jiiese families are 
covered. For example, as I underetand ifc^^^W^.OOO students 
with incomes of below $13,000 are f roin' fs^jM^^r^i. woukl be able 
to qualify for the full $1 ,800 basic grant Ut^^J-'StSBIjaw. 

Now, I am not sure that the proposal wouli^'tfj^pK^i fully funded, 
protect them to the extent that they would fccl^ive at least a com- 
parable a:mount. 

Secretary Califano. We would propose that as soon as authorizing 
legislation is passed by the Qmgross, to immediately go to the Ap- 
propriations Committees and wo are already in the process of briefing 
on this legislation to ask the appropriations to fun<i this legislation. 

So we would propose to go to that full funding, $1.46 billion, here 
immediately upon passage of the legislation. 

Mr. Buchanan. Would you have objection if we sought to find the 
means to protect, in the event of less than full funding in the basic 
legislation, low-income^ families against falling* below what they 
•receiye under current law? 

Secretary Califano. I would like to look at the specific proposal, 
but I do not think there Would be any disagreement in principle on 
that. I would underline the fact that tlie Presitlent's central objective 
here is to provide some assistance to middle-class America, and the 
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expenses they are incurring with respect to college education, and to 
STf that without hurting and not at the expense of low-mcome 

individuals and families. ^ '■, 

Mr. Buchanan. One other question grows out of the same concern 

about the possible limitation of total funds. 
I. like thTchairman of the full committee, have put emphasis on 

thewk study programs, and I ^hink that is the right direction m 

*^If wfdo'^t a limitation on funding, you indicate in your statement 
further recommendations on such programs as supplemental grants bv 
State student incentive grants. . , 

In the State student mcentive grant program, for every do ar 
we put up the Statfi has to put up a dollar, thus creatmg a multiplier 

Would you comment on the possibility of some additional State 
student incentive#rant money in this bill? i r.' i 

Secretary Caufano. The reason we did not put any additional 
money in tbere is because the States are far beyond what we are 
putting in now. So our doUars do not draw any additional State 

^^^wTwill next year when there is more time be here in the Congress 
when laws are up for reauthorization with proposals for changes m 
Oiem which we tfiink will make them better anS for your consulera- 

M?' BrlniNAK. I hav^a very strong feeling that our human 
resources are our most precious resources. It seems to me that the 
tSSn introduced today is a step t.)ward allowing American 
ciSzens to have a chance at growth and simihcant 
I want to express my appreciation to what I consider a very major 

we can get this bill through Congress with the Budget and 
Appropriations Committees' supiwrt for full funding. ^ 
Secretary Caufano. Thank you very much. 
Mr. Perkins. Mr. Biaggi. , . 

^^aSyr-StcSW fof"^ to the cone,™ and the 
^'trr^ii "tr^S.^^ot constitut.onally feasible assbtance to 

'"t'o ™tt;^!edR8, is there an ongoing effort in funding a prop-am? 
Secretarv Califano. Yes, Mr. Biaggi. 

I h^ve M my lawyers from mW looking at this program for a ' 
. couple of months-several months I guess, now-m the General 

*^°^''cond °f Syself , have been looking at this problem to see whether 
the^eTe wk^ in which we can improve and increase the assistance 
we are providing elementary and secondary school level. ... 

iri^no^In ejy task because existing statutes that are on he books 
areXaSy undtr attack in the courts fn the Elementary and Second- 

^'^en we coietp here with proposals in the elementary and second- 
are area that part of that area, 1 hope we are coming up here with 
• ^eSiV we thmk will withst'and what is certain scrutiny by the 
Supreme Court, 
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We are sensitive to that probl^ and the Presidtmt reflected that 
sensitivity during the campaign. 

I have meetings with individuals who are interested in this problem, 
' as has Commissioner Boyer, meetings he has had with private schools 
We will do our be^t. . 

Mr. BiAGGi. Then my understanding is the only area in which 
parochial Schools obtain assistance is for the Elementary and Second- 
arv School Act to the extent of equipment and books? 

Mr. Calxfano, Yes; in that area. 

But I would also note, as you well know, that when somebody goes 
to church on Sunday and they j^t money or $10 a week or whatever 
m the cpllection basket, that that i§ tax deductible, and a lot of that 
money is used by Catholic churches in individual parishes to help 
support the parocliial school ' 

1 think that is another level of assistance which is provided there. 

Mr. BiAQGi* I think you and I agree that the Catholic schools 
tind themselv^ in financial diflBculty. 
^ Secretary Califano. Tremendous, 

rt^v^^i^® should try and find ways to provide assistance to them. 
Ihe Chicago 4)arochial system, I have been told, Is taken out as a 
separate system, and it would be the fifth largest parochial system 
m the country. 

I think the worst thing we could do would be to say we have some 
w^y of doing that—just holds no hope at' all, in the face of our Con- 
stitutipn, I think that would b^ the crudest hoax that one could 
perpetrate. 

Mr^ BiAQGi. I could not agree with you more. 

Mr. Ford. Will the gentlt^man from New York yield? 

Mr. BiAOGi. Yes. 

Mr. Ford, I would just like to observe, that since just about the 
time we were moving the Elementary and Secondary Education Act 
on this* committee, we have considered a wide variety of suggestions 
on how to effectively increase support fo): non-public-^sc^hool students 
in schools that are church^related, not just Catholic schools, but other 
church-related schools, or religiously oriented schools. I recall a con- 
vention a few years ago with one of the experts of U.S. Catholic 
Conference who had been viowiiif^ with us some of tiie proposals to 
be made when wo rcenacted the Elementaiy and Secondary Education 
Act. The statement was made, something to this effect: 

I hope you will protect us from those who Would purport to bo our best freinds 
who want U> get us into the Buprcnr^e C^ourt a Ad out of the legislation 

If y6u try to be overly helpful wijLh typo« a\d kinds of invisible lines that we 
have to deal with in trying^ to meet tho.se couVt deciHion,^, you may very well 
help^it may look like you are a great savior of the parochial school rnovement 
in thiH country. But you may well be constructing something for gettinff them 
completely out of business?, • 

I would like to observe further that an interesting departure, the 
so called Packwood-Moynihan proposal, would give us from the whole 
approach> to Federal involvement in education, that for the first-time 
we would |be eomniingling a major issue at the elementary, secondary, 
and higher education level. ^ 

Anyone! who has taken 15 minutes U) read Supreme Court decisions 
with regam to the first amendment recognizes that the Court ha^S" very 
studiously} made a clear distinction between the way they have deatt^ 
with higher education and with compulsory elementary and secondary 
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education. This is in conjunction with a national policy that says 
tliat the children will go to school to some certain age—State by 
State it varies— as contrasted with tlie totally option^ opportunity 
to go to college. ^ i 

. 1 really do not tliink that it is being too dramatic to suggest that it 
.would not be in the, best interest or those who might think they 
would be b^t served by a tax credit to find higher education before • 
the Court with elemenl£uy and secondary on the church-State question. 

It certainly would' not Work to benefit of tlie higher education 
conamunity, m my^opmion. , * i j ^ 

I would commend ta the gentlemen from New York a very learned 
article on thi^i subject whitfh I wrote aft^r the I^ion decision, und I 
assume it has been read by no one except the members of my family, 
' Mr. BiAGGi. I would like to stay on that point for a little bit, 
I am familiar with problems and pitfalk, , 

What is to preclude them from getfmg an^inctease in the present 
assistance they get from the Government? . • . 

Secretary Califano. I suppose it is possible to increase equipment, 
books, what have you, and the assistance they are getting. 

I do not think t^ere is anything to preclude it in that sense, hut I 
would like to look at in the context of the budget and we will ob- 
viously be deling with these issues and testifying before your com- 
mittee, I think within this month, if I might, Mr. Chairman, on 
Elementary and Secondary Eduction Act reauthorization. 

Mr. BiAGGi. One final question, Mr. Secretary: Witli this legisla- 
tion, obviously an increase in student Joans, the rate of default and 
bankruptcies nave been of great concern to yourself as well as Mem- 
bers of the Congress. . i j 
, I wonder if you would respond to that concern for the record. ^ 

* Secretary Caufano. With respect the the guarant^d student loan 
program, which is the program that we ^ were recommending be 
increased, I would like to just, make a couple of general comments. 

There is a student default rate now running? at about 11 percent. 
That also means that participating lenders are collecting 89 percent o^ 
those loans. That program has been in existence for 12 years. 

Until this year, 1977, we have had a very limited and sporadic 
billing process. Now, there are not many people in this country that 
pay bills that they do not receive, ^t least, 1 do not know many 
I>eople that do that. - t i- ui 

Second, we have discovered that the recordkeeping is imbelieveably 
inadequate. Students' current addresses were not maintained on a con- 
tinuing basis. 

We have had enormous difficulty in getting them. 
Third, there wa^ a failure to scrutinize the participating institutions 
' to assure that they had sufficient. administrative and management 
capabilities to operate their prograna. rtu ' 

La^^t, there was not an adequate program to refer cases to U.b. attor- 
neys for litigation. Up until 4 months ago in the whole history of this 
program, approximately 600 cases had been referred to U,S. attorneys 
for litigation. . 

During my tenure at HEW, over 1,^00 causes have been referred tor 
litigation, 1,276 'oif them in the last 4 months. 

' f really have to give a lot of credit here to Leo Komfeld, who Dr. 
Boyer and I brought in to absolutely put this program back on track. 
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There is by our estimate in that profjram about 340,000 to 350,000 
loan diefaults which arc backlogged at the Bureau, and it will probably 
rise to over 400,000 as we gel oiu* new systems in place. 

The money involved is $500 million by our estimate. Now we Ijiave 
begun. One, we are nutting in a computer system so that people will 
automatically be billed, automatically get the kind of dunning letter 
that they ought to receive under tlvese circumstances. 

We have billed the 4.year-old default accounts and 3-year-old 
default accounts, but addresses are so bad on them that out of 67,000 
borrowers to whom we sent notices, only 37,000 received the letters 
through the mail. * 

The other 30,000 had erroneous addfes^^T^id we are now in a com- 
plicated system of trying to locate them. We v^\, by the end of March, 
P have sent out letters to all in default, 2-year defaults or 1-year defaults, 

We, I hope, are moving on that part of the problem. 

Second, we are putting a system in place which will keep us as cur- 
rent as you can be in a mofcife society with the addresses of defaulters, 
I might note that I mentioned 1,275 cases we have referr^Td in the last 
^4 months, just simply doing something like that. 950 of all the cases 
submitted have been settles}, or we have reached a judgnjient on them. 

This IS a difficult problem in this and other areas, We intend to move 
with a whole host of administrative and other changes that Mr, Koni- 
feld has put in place, but the condition of that Bureau administratively 
in the context of taking care of the taxpayers' funds left an enormous 
amount to be desired, . 

Many areas of the admini&\tration or management of these p'ltegraras 
were neglected over the paiit 8 or 10 years. We began to get a€ this as 
far as HEW is concerned when we started an operation we call Opera- 
tion Crosscheck, 

We began, as we ahvay^s do, with our own employees in this area. 
^ We ran the HKW payroll against stiuient defaulters in the guaranteed 
student loan program. We found H17^employees who were on the. 
HEW payroll, or had been on it withm the i)fust year, who were in 
default. We have settled 208 of those ci^es now, most of them with 
' payments. 

We si;e in iiegotiatioh with 48 others. We are still trying to find, 
locate vP^ith accurate addresses, 61 past HEW addresses. We just com^ 
pleted this week a crosscheck of the entire federal payroll tigainst 
government student loan defaulters, and w*r have identified 6,738 
Federal employees who are in default on student loans. We estimate 
that the amount of these defaults is about $7,5 million. 

Mr. Komfeld is a brilliant ami excellent administrator^ as is 
Dr, Boyer, but neither they nor I did anything that required any spec- 
tacular element of genius. 

We simply went into a situation which was in a stat« of absolute 
chaos, total disregard for expenditure of taxpayers' money, and then 
began to put some administrative management controls on it. 

You have been aware of it, concerned about it, Chairman Ford 
and/ Perkins have been concerned, and we made a recommendation 
to increase this program with the knowledge that we will have in 
iplace an administrative system that deals with this problem, that 
Iprotects taxpayers' money. 

We arc putting in bilfing systems which never existed— we have 
billing systems in four regions m this area. We will harve the other six 
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regions operational by August. Just imamne a si 

wS^tuSy no bUliig system in any HEW region to biU ^dividuols 

W^^°S^pressing hard cm the institutions themselves to develop 
an institution^ capacity to do their part. u„ j 

I would not have recoinmended an increase in this program had wo 
not spent the last year or so getting into this Mid putting together an 
administrative apparatus that wilUtake care of this probhsm. 

We axe doing die same thing in other areas, and when wq have it 

raU toge^er, we will announce the administrative changes and make 
a report. 
Mr. BiAQOi. I want to commend you. 

SratS^filL.T would like to add my own personal thanks and 
gratitude to Senator Javits for all the education legis ation we have 
introduced these past years. We have worked on very closely together. 

Senastor Javits. , o ^ ' u ii 

Seiiator Javits. Thaiik you very much, Senator Pell. _ 

You deserve great credit for the wonderful leadership m this matter, 
including Uie initiation of this very line, which the admimstration is 

^^M?"£Sre&ry, I have been at four other hearings this morning I 
am sorry I have not been here to hear all of your testimony, but I 
have be^n, I think, quite adequately briefed. 
^ I have the following question I would like to ask you. 

if this guaranteed student loan program presented such defaults, 
and iTiJL^l^d I certmnly am as^n^atified as Congressman Biaggi 
and the othere here with the vigor with which vou arc going af^^^^^^ 
and we have urged it, and at least it is bemg cfone', why do we seek to 
go the same route for families that make twice as much income as we 

For^example, upping the income ceiling to $45,0.(^ year. That 
occludes veiy few fkinllies in the United S^t^tos for interest subsidy 

Mv auestion which I ask you is i\n^. Are we not leaving so few that 
you L|ht us" L w^^ take off any cap? Why have the buroaucra^ 
that il Iding t., pass on whether it is 45 or 46, and simply niak« tha 
availabE^to any student who is att^snding a college or university and 
is continuing -to merit such attendance? iUt „ 

Secretajy CALiyANO. Senator, there are i^o parts to question 

Witgifcect to the first part, let me simply ^°^.^^^'^Vf«rfhat w« 
have iHRmended an increase in this program had I not fc t that we 
have SRnistrative problems in control on a current haais, and m 
cleaniMPf) the problem/that were there. 

I amconfident as fst«4g that is concerned. 

I w^uld note and undone the fact that while these large sums of 
default n^XJf of defaults, are inexcusable, 87^ percent of those 
proeram loans are collected and are in the process of collection. 
.^Tcond, with respect to your other p )int I suppose there are any 
number of ways, at any number of levels, at which you couM cut off 
XT you maL'subsidW_intorest loans available to f.^^ J"!"'^^^^, 
We took $40,000 as about-what we thought to be a fair level of 

'^^ThS b°wi adjusted family income figure. I would hope tjat we 
could simphfy this whole loan application process as I indicated^ 
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earlier during hearings, m tliVlSr^will not ne§d a big bureaucracy 
to make this, kind of check. 

Colleges, for example, now just ^ that a cppy^ on. a selective 
exatoiple basis, a copy of the income tax return he made available to 
check and what have you, <i 

'There are much simpler ways of doin^ this than we are now doing 
it. I do not pretend there is any magic in $40v0D0. It is our best 
judgment, . / ' t 

Senator J AViTs, I think that really was not quite the answei> to 
my question. ^ 

I said, why should any limit, if it is going to he $45,000, that includes 

Eractically everybody, eliminate the limit, and ydu eliminate 
ureaucracy, ana ma^e the test whether a person isr or is not satis- 
factorily, attending an eligible college course? 

Secretary Califano. I gu^ my answer would be that I think 
we still— while it may be a relatively small proportion of people, I 
think we still have a sense that there shoiild Ije «ome relationship 
to lieed in that loan. 

When you get to people making $100,000 or $150,000; and all the 
arguments with which I am sure you are familiar, should Rocke- 
feller's children get this, or \^hat have you, decided to cut it off t^iere. 
There was no special magic in those numbers. 
Senator Javits, That is your rationale. , - 

Senator Pkll. Excuse me, Senator Javits. 

Your idea^ms to me to have, tremendous merit. Think of all^the 
paperworfc being done, in connection with the means test that 
would be eliminated if your thought was taken. 

Senator Javits. Right. Take any cap off of it, and the cap is^^ 
really ridiculous in terms that it excludes so few. ^ 
' I think as to Rockefeller, if the Rockefeller children get it, they are 
paying back a good deal themselves to the Treasury, so why should 
we begrudge him $250 a year? 

Mr, Secretary; the other qu^tion I have for you is this: 

It would be very useful if you can do it now, or you can do it later >^ 
in writing, to state the classic araiment of the administration as to 
why it is taking this route instead of tl^e route of these bills which go 
to tax deductions or refundable tax reductions for college and uni- 
versity tuition; 

This is the issue which I have faced and would like to call^ypur 
attention to the fact that we got 11 votes last time out in the Senate 
a;^ainst this j)roposition, of which Senator Pell's and mine wete[2, 

Now, this is very seriojis. If that is really the sentiment^ and it ha$ 
a reasonable justification, this plan of the administration's and of 
Senator Pell's, as much as we welcome it, has a long uphill effort, and 
therefore we better start it now. / 

Could ^ou give us the cla^^ic reasons why the administration js 
taking this new direction? . ' 

Secretary Caufai^o. Senator, yes. ^ 

But let me note with respect to past history^iijn tKe tuition tax 
credits, one of the problems has been that theijo has not , been an 
alternative out there. 

Senator Javits. I agree with that. 

Sectreary CAUFAKfo. Now; we are puttiii^an alternative ^t there. ' 
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First of all, our view is that the tuition tax credits on the whole 
indiscriminately ^provide financial assistance, regardless'of ileed, or 
regardless of the cost of higher education. 

. We ^ould not direct relief Ibt. educational cost to the very rich, 
For example, the ftoth proposal would provide a quarter of a billion 
dollars to individuals above the 90th percen^tile of income in this 
► country for higher education. 

The Packwood and Moynihan proposal woul^ provide more than 
^ half a billit5n doHsars to intliyiduals above the OOttj^ercentib. Those, 
as Congressmaii Brademasl think noted before, tnose are expendi- 
tures just tfi sure aa appropriatiotjs is expenditure. 

Second^^iaLactoss, the Doard theyy^an be enonnously expensive. 
Higher eduction pnce tag '^mxPackwood and Moynihan is $4,4 
billion. We think tnat it fraraien(8 the education policy having 
different committees and by havingtiH^ kind of educational resources 
come in from one committee, nigher education, and other educational 
SQUiices coming in from ^mother, and* chairman Ford noted in the 
House that the House just last yeariar so h^d put all its education 
proOT'ams imder the Labor and Eduration Committee that they 
could b« looked at. * ^ 

This would take^a substantial amount of money that would be 
gaiing. to higher education; and I think would be bad policy, ba<l 
structure for which the Congress and in which the Congress would 
be postured, be set out, developed educational policy. 

Since w'e do not think tuition tax credits meet the need of some 

- families, especially those with higher than median iacoppfe, that above 
$16,000, whose problem in many case^ is a problem oTgetling enough 
cash at the time, . * 

It is a liquidity problem, It is not a tax credit problem, And only 
giving him $250, $500, is not going to solve their problem. They need 
enough money to pay tuition and some kinds of interest rate that is 
bearable when the scnool is over, > 

Last, we think the tax credits are very blunt and inflexible kind of 
instrument. One great blessing of the Pell grant prograitfc is that there 
is flexibility in which the grant can be changed m relatftipnship to the 

- cost of college and also in relationship to other changes in terms of 
. family contribution schedules. 

You lose all of that. You have to come up with legislation to make 
. that kind of a judgment. 

Last, a point that chairman Ford mspde, whrch is that there has 
great concern iu the higher education community about regula- 
tions that the Veterans' Administration has issued about what a full- 
time student is and what have you, which do not recognize and is not 
sensitive to the needs of that^feommunity. 

If you get .a tax credit, you would nave a whole set of Internal 
Revenue Service regulations, a whole new Government agency moving 
in with another massive bureaucracy in this country with their defini- 
tions of what the course of stud^. was, ^vhat a full-time student was, 
et cetera, in the context in order to qualify for that tax credit. 

I think that makes bad public policy sense from the executive side 
as it does from the legislative side. ' • 

Thc^ ar6, in brief , the points I wanted to qiake. 
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Senator J^vit». Mr. w^retary, just to sharpen one of the points, 
that IS what you said about congressional committees. 

Is it not a fa6t that — and this has^motivated me — that if you give 
credit, which almost is equal to the aggregate amounf which 
the t ederal Goveimm^nt contributes to the support of higher educa- 
tion, it is bound to result in a major reduction in the support of higher 
education or it is bound tg result in a major increase in tuition at col- 
leges and universities which are concerned, and it just doubles right 
back on itself, and we will be met with demands next for $S billion 
instead of S4 billion. . 

Secretary Califano. Senator, absolutely, and that is exactly the 
way— as you well know from all your experience— that is exactly the 
way budget bureaus analyze these issues. That is exactly the way the 
President making up his budget is forced to go. 

In the current context, I think I ought to make another generlkl 
point. The President has recommended a $25 billion tax cut for Ameri- . 
can people. A tremendous propprtion of which is going to Ipw-income 
Americans, and the Congr^ will be operating on4hat tax cut over 
the next couple of months, and they axe in agreement there has to be 
massive tax cuts, and middle-income Americans will receive benefits 
in that direction hosed on the kind df considerations that are relevant 
to how you handle tax laws. 

Senator Javits. You said something about the 96th percentile t4 

Is 4g45,0O0 below or above? 
, i^ecretary Califano. Above. And $25,000 takes us to the 90th per- 
centile in this country. 

Senator Javxts. That is an important consideration. 
.1 hope we will adjust our sights on that. That worries me, that 
situation. I hope we will adjust bur sights accordingly. " ^ 

Thank you very much, Mr. Secretary. * . 
Secretary Oalifano. Thank you, Senator. 

You haire been one of the great figiiters for education and on this 
tax credit issue, 'and I for one appreciate it. 
Mf. Perkins. Mr. Shuster. 

Mr. Shuster. Mr. Secretary, I do not think there are any Members 
of Congress that have spent more ^ears in institutions of higher 
learning than I have, 

I served -a^ trustee of one of the large universities in this country. 
J' have a very dejfp and abiding interest in the quality of higher 
^f<lucation. f ^ 

I strongly suoport aid to poor bright students because I think no 
brij^ht stmlent should be denied a higher education because his j)arents 
cannot afford to send him. ^ ..^ 

Having said all of that, I hnVe a few questions 1 would like to put 
to you— I have 21 questions I would liketo submit to you ami request 
you answer in writing— 
S^nTctary Califano. I will. 



Mr. Shusteh. T respectfully request, if possible, befi:)rc our hear« 
nigs begin in Ihe House next w^eek, that I have the ans\\4^i^. 
^ Secretary PaXifano. Absolutely, unless the computers break down 
over there. I 

(The question^ with accompanying answers follow^:] 



1. Ite AdMinistrttioa bill gu«rmat«iis a $250 biuEic grant for illl 
fttftiXivs with lncoM« of $2^,000 mnA twlov. Why U this »crc equitable 
tlHU m tMX cr«dlt vMcb irauld b« ttmcturttd to phase out at ^h«t Ingeme • 

TsoAm will r«ctir«d by itudantt at th« ioititution'vhen th«y 

nM^, not ai a r«du^tioo of . tax«f paid in the year after expenses 

|yiT» occurred. Stud«Qti\ grants caa b« packa|E*<^ yl^^ other atsistance 
If OMded* ' ^ 

M vill be lookiog at ,vays to put thm gioarantea recipients on s 

oMd b«iift durijiiE the r«authorl£atioa process. 

, ' • f ' • • ' 

2. AXKSUt 270.0O0 students at Ij^ccses of below $13,000 vould be sble to 
qtMmfV for a full llSOC basic grant next year' under current Isv. As I 
understand it,. the sew proposal would Man that these students would . 
kctually lote moT9 under this new proposal if the program is no) 

^ ftilly fundad. le that true -and if so, iss*t that a Bajdr flaw iV the 
' propoaalT " 

Ubden our proposal, aid would ^e increased for ^ost students ^^ 
includlBg the lover mi4dje inccM. students* Lov and lower i^ddle 
jStudantg would not b« affected differently than they vere before st less 
tban full funding -r- depending on thi asount of reduction,, of course. 
It should b« not/9d that total demand for the program will be increased but 
thm reduction language is more favorable to students with higher avart^s , 
greater need, 

3jf Sov many people ftre> now employed in the Bureau of Student Assistance? 
^pv many new employees vill be required to administer this new propossl? 
Ifhat is the srerage grede level and salary for employees of the Bureau? 

M^aber of employeei in B37A 779 

BSTA authorlxtd staff ceiling 1,Q^2 

Av^rsge grade T.9 
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Av«ra^e salary $16,57^. 

• Mo o«v Miployee* will be required to administer the nev ^^roposal 

Qvar t^ota au%^)ori£ed. 

While a candidate for Pj*esident, Mr. Carter pledged in a letter to 
B«T, Ruaatll Blalch of the Cat*follc Adainiatrators that he was firmly 
cowaittad to finding methods hf providing aid to parents whose children 
attend parochial school*. Since tax credits provide that kind of aid why 
ara «« iiacjtiixg avay fros^ it? 

Tba Pratidaat in his stateioent of support for nonpublic schools did 

not specify what approaches be vould use. We do cot believe that a tax 



t;r«dit is tba bast approach. . Ke^^aO^o eiphaaised th« yse of a constitutional*" 
approach^ aad there is still serious doubt as to whether tax credits would 
b# coi3«tijtutioaa. 

Bayond that, however^ all of our support programs to date, whether 
at the ■ alajMDtary and secondary or higher education level are babied on 
Dead or access to specific service?, Th^ use of tax credits wh.ether for 
nonpublic or public 'schools would nova ^way from that concept and scatter 
support, nonpublic school children noW participate in a n.usber of 
prograioa serving public schools and we intend to see that this participation 
ia broad^ed to all prograas susceptible to this approach. We also plan 
to place gr<?ater emphasis on "equitable** pi^rtlcljtatlon to ssBure th^t 
nonpublic school children arc getting their fair nhare of '^r.upport in 
programs where they ane covered. 

5. In 1981 what does the Census Bureau estimate will be the middle income 
for an urban family of ^? At the $2^ ,000. L^ut^'dTf v how inany fanilies will 
be excluded frosi the benefi-^G oJ^Jfiis prdgnwi in that /oar?' 
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j Altho«r?i the Bureau of thm Cepau* do«« not project faaily 'inco««» 

w Cftn mprroxiiiiatr; the mmI^ Iqcom of *n urban f»lly of k in 1981 

by th« following Mtho^ 

o Ccnius Bur«ftu statiitlcf indicate the Mdlan income of f&nillM 
inside laetropolitiv) mrm^ (Avenifi* ni^t abput ^ 1/2 people) vftft 

$16,000 1976, 

o Usin^ •itiMt«d incr«&sti in th« CoOiuaMr Price Index ve qsp 
inflmttt th« 1976 fMily, iocoM figure to ajrrlTe At k projected 
. ' Mdi&n incoae of $21,352 for an urbaa family of k 1/2 in 192 1, 

o Aaauaing family incoM ktapi pace vith inflation (as sseasured 
by tha CPI) th«'^^%Ta52 aitimatad I98I iacona is appropriate. 
HovtTar, If Iqcqm gnbvs faster than pricas, tha Idcomt figure 
nay inflate at a rat« of 8 or 9 p«rc«nt for sc»a rather than 

tha CPI inflation rAta of approximately 6 percent.. 

o A macro model produced ty the Office of tconoadc Grovth of the 
Bureau of Labor Statistics aad descj-ibed in the Monthly Labor 
. Saviev C'Savised Projections of tbt U,S< EconosQr to 190O and 
. March»fl97$) projects a median fluaily incosw of $2^,^*90 for l98l. 
No bxeiUcdovns t}y faaily typ« or iise are arailable. 

Aasuminc'^th^ il^8l projected media^i family income (as described 

a1ior« ). t o, be $21^00d to '$2i*,500, oyer half of the r?ation*s families would 

^all within the $^^,000 BDOG cut-off, 

.;;'KowiTer, it ia iaportant to 6ote that "an urban family of n;ay 

not be th^ best way to think of the potentially eligible BEOO population. 

Ualnc ^iiur<fs. for families with Xd-2k year old dependents , the 1976 

median iaco»r of tCl,9X8 (from the Bureau of the Census March Current 

Population Survey) would come to $29,2^*7 in 198I using the CPI inflator, 
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6.^ WTiy r-^ t-n'^iU tho tr<^t)le of hAvlnis a fwilly file k BEOO appUc»tion 
And go thi'Mi^'h ^h" c'kT of processing when the s»»e pui*pOL;e could be 
accompli. -h'-f tiy. j r.r one line' on aj) IfS 10l*Q fom? 

M»ny -f.uU' If! ,i ( upper Incoae faailies alreifjy apply rurr<*nt 

•year k «iiUon total fllari of vhlcb 62$ %re tUgible so least 1.5 

•lUion vould file ia any caac. Moat othar faailieg undar $25,000 

apply for aid fro» ona of thm otfear OS program through a naed analyais 

agancy, Ibaia itudanti irould bavw BIOC aligiBUity calculated automatically 

'and would aot Qtad to file'aaoth.r application. 

It ia aot clear that a tajc cradlt would b« co lisple sinc^e 

anrollBajQt ttatu^ would naad to datan^nad, poiiibly verified, thr^h 

tha JRS procaai and thf inatitutlona. 

T. Kov auch does it c^oat to procaii each BEOO application? Hov •any 

new appllcatlon5 <^.o you'expact? Ttiat snrana that Juit in the c<i«t of ^. 

procatiii;^ — not to menttos providing tha forma and tha'n aMminiiterlng 
tha iprcgraw this prograa vill coit $ , . 

Tha current ^^roceislng^ coat par application ii $1.2a 

Wiijla no additional adainiitratira fundi will ha raquirad for FY 19T9, 

tht coat of adfflinlr.trring tha Baaic Orant Prograa will Increase by $6,^ 

■iHlon is 19^0 because of incra*aad voluaa in tha regular prograa 

Inflation J anfl the incliialon of the guarantee. 

8, Why does all of the nav «oney for ca«pua-ha»ed prcigraaw go to the » . 
vork-itudy program?* Why not allocate fio»e of that $150 million to the 
Supplr»antal Grant Prograai and/or the State Student Incentive Or*nt 
Program! 

College Work-i-tiu!y !• an affactiva itudant aiiiitance progran for 
»lddla-inccM»t^ r-tiuirnts. It coMhinai tuition aaiiitance with relevant 
work axperirnr*^, A1>out 22f of the fund« now expended under thr program 
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go to r.t*Kl"fi' .. rr^Vw j tmiliea vith lncomf?a over $lC,00O, snd under our 
■ pro^josal M,j r^^'Mi ' -l will incr«*5« to ,^*>S. • Alro, it. is tlir'brr!;f 
Inv^r of hNdcrnl v-tmi uti-b*«e4 'aid becaiipe institutions arf r^rqidro^ to 
i»tch i$ eertcs for «v«ry F«dcri«l ffnH«r, 

Mm b*v« not ov«rlool&*<l th«»« oth«r programs . Aslsaidlnmy 
testiraony ve may^ as part of o«xt year** reauthoo"! xation effort, suggest 

.laor^ detailad changes- Ln thta^' and othvr prograaa. 

, " *^ , 

9, Sinca tht Stata Incentiva Grant raquiraa State matching, wouldn't 

•It be trua than an extra $100 «illi<M3 in that program would generate' $200 
will ion in total aid? 

Undar the SSIG prograa, a new frdaral dollar does not neeeBiarily 

gencr§ite a nav State dollar. Praiantly, Btatea which' have been In the 

j}rogrnm sew tire cart jrouut tha intft'aaaaa they have aade in their prograr. 

ainca 1972 aa "iiRti-hlng,"! For that raaaoo, auuiy have already wet 

future Blat9hin^J rrfjui r'f'm^^ota and have no incantiva to incrija|ie State 

appropriations^ In fact, wa have noted with some cpnc^rn that, in 

certain large ^ T- 'f-r trir , ^Htata appropriations have newaA^d stabl*? thr 

paat aeveral y«N^rf. with tha inoraaaed appropriations for SSIC, Such 

ia not the caso, howcyer, in thoia States with jprogra»us begtin after vm . 

We eatiaate yhr\r 1 Firrpaie of $100 sillion in aSIO would only ronult in 

an increase Sr :'Y million in new $tate dollars. Because of this problep^ 

wa have decid.M\ to tlv^l \y increasing ^he SSIO appropriation until 1990 » 

vban wa wilil f>l'b ■ ? o^oddresa the ikauc aa part of the reauthorization. 

10, How d<><-: Mfi n. w pficlcage treat private collcf^o studrntD an opponrfi 
to thoae in puM l ' .-t.oolri? Wbat perccnta^p of the new dollarti wlU ^'^o To 
atudentp !n th '.,. i r ' it.utions. What p<?rc<:nta^<' of dollar:*, undor th<* 
•Jfiatim; pr'-'f-Mfi \o those studontc? 
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Our new i9.T9 ptoposal vilX he *dv*;it/i^^u5 t.o pri vat,f 'col Ir^r 

thkt rtfceive th*? biUk of our nov^ support . As a re:;ult H»ny viU !>c 
n«yiy. f.ti^il,Xe for Basic Grants and Ooileee Work inudy an^-istahcp. We Ci*nnot 
accurately estiamte the extent of their nev participation by type of achobl 
.at this tiae, tut ve anticipate that private college students will' ". 
receive at i^ast 27S of the total $5.2 billion stu^^nt assistance 
proposal. This is a ^cooaervative est iaate which assumes that the public/ 
private distribution for each prograia does ^not chai^ge between 19T8 and 
1979'. ' ' 

11,^- Since all ^150 adllion in campus-based money is for the work-study program 
isn t it a fact that Aiture aartdatsd . increases in the at ni sum wage will 
»eaii that fewer and 'f>w«r students will be aided under that progras^ ' 
each year? 

Studecti are awarded work-study, on the basis of desonstrated 

fioaacial need and, for that reason,, are .aut*>oriaed to earn a fixed total 

aaouot. The higher the student ♦ s va^e, the sooner that amounf will be 

earued. An increase in' the ainiaua wage should, not haraj students, 

but iywill ciluse a problem for soae employers who wi2^ get less work donr 

for tlie same investajent, However, institutions' forlorn this creates a 

serious difficulty ««y apply for penaission to pay ad^minimum waf t^c . 

XT. With rfnpect to GSL, vhy the' increase to 0,000?/ How many fa^illpc 
will l«- k««pt frois assistance at that level? GiveiTj((^t al ^1*0,000 the 
prorram will reach al>out 96 percent of all f^i IMgff^ vhy not removt'vthe 
n^cdii tt'iit altogether and ^et rid of an enorwoi/T amount of paporvork and 
a^r/ivrttlon^ What would be the added cost of 4naoyinr the cciUnir 
altcgi^thorr^c ^ 

\ ' . 
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W*' arc proposing to incrcaisc the Adjnnt.ci ^'irUy Tnrni^o ceiling tn 
■$4Q,0Q0 in order to WAke it^possible rnr.ti|-per ni^Hle income failliec' 
to r*?celve zome assistance in a manner f^ort^ el'f^-'ctivi* thofi a tax crt'dit.. 
K»»ili»n;; in this category dp f^arr -liduiiiltv pj^cl V-ms nr. we pointed out 
in our response to question. ' 

An undergraduate could receive'' an average ir,t*r^?*. .^^ thdC 

par year in addition to total loans of ur to tT,^'?^, .V.-projciwately 
362,170 faniUeg vith students in postsecondary educattom have over 
|UO,000 <idjugt«d family Incdme. Based on current participation rates, 
about 5^,325 might be expected to ap^ly for Ipans. .Students fro», thece 
■ families vould not -be kept fros getting lc>«ni, they simply wo\ild not be 
eligible for the FederJti interest fiUbaidy. Fenoval of the ceiling would 
coit approj£i*ateiy nine million dollars in FY 19T9 over our current 
propceal. If the ceiling vere removed, intereit subsidies would be 
^iven to the 'very wealthiest fanilieii — those with clearly no .need for ■ 
the benefits. This can b« seen a« a loss in distributional eqxiity, as 
veil "as a waate of the taxpayers* «oney. Also, because banks like to isake 
subsidized loans (which require less paperwork), and they also like tcf 
pake loans to the best credit risks, eliminating the ceiling may rerult . , 
in capital flowing away froB the needier faailles. 

13, X>n<*..pr the Administration's critici«ai$ of tax cr<vHt. proroqnls^ i c ; 
thaf colirr.^o and universities (sight b« encouraged to raise tuition by 
a liy Aj^ount, With respect to this criticism", what dlffere^nce is there 
bf'tvijiMi your curr<?nt proposal itnd a tajc credit that phasrs out at $2^1,000 
in43c^>T ■ ■ . \ ^ 

• A$ I «*ld during the joint hearing the isDue of t\iition pr<*Siiure 

would be better addressed the representatives oficollrces and 

unlteraitlea. The Wjsiniatratlon has no easpiricAl evidence upon which 
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. ' '' ' ^ , 
to any '^ijtinat^v, of tbc proi\'%blHiy (^t* ^,V*i^^ tuition i mc rraue' . 

.•fovev'T, one r»oint c%n Jtte jmd<- with ::o«<* fir^'ai nt v , thf hK{.m<1f'r t.hp, - 

■ ■ ■ ^ c ^ ■ 

^ the cost of '^'lueatiQfi will increac? jiu a rcnult. 

V-*. , Vfhy do-s a student coning from % $U\nno family lU'iHfy for & $1,030 
3E00 . vhen ' -her* it one'Wmge earner -tl»'>i"*^ when Lhcr- are tvo va^&^ 
ftArnrrs? * 

Prograr. inciudes aii additional offi^et of $1!?C0 for rancs vhen both 

parents Are. employed to recognize the increased living costs caused by 

th4s aitu#.tion, Ve believe that this Increases thi eqvity of the 

foriuja Maid to.detensine eligibility. . j 

1% In yo^r previous stat^f^tent yeslterday, you criticiited tax credits 
" fcecauae it vo\i4.d "provide financial assistance regardless of either 
famdly income or actual costs.** Since the proposal also guarantees a 
$250 grfint to a $2^,000 family regardless of actual . cost's , isn't the , 
sa^ critleisB approprifteT 

■ " , Since faallies vitb iacoaes above $1?^0Db do riot_ receive the $2^0 
it ii incoiM-relited. We will explore during reauthorization techniques 
for isiproying the needs test for ttie $250 guarantee. 

,l6. Isn't the real reaaon the proposal has been developed is bf»caus«" of 
ihe problem of protectiipg jurisdictional territories on ^the Hi 1 1 and 
programs in the, executive branch? What other reason in there for uclnr, 
k cowplex bureaucracy to. do what a sisiple amendment to form 10^*0 will^ 
accomi-^Ush ^''lually »s veil? 

• / 

The r*»al reason the proposal has been di>veJoppd/ i to provide thr 
ffio,:t (MYi <* LoMt and effective means of proviling as^^istance to' needy 
students froa Biddlc-incc3«e fs^illes, 

IT, Isn't it po<isibl« to df?cign a':tax credit that vill do axaotly what 
this 'proposal doe^*-and at the s&ne .cost? / 
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Willie IV' t^ieor^Ueally por.ffeta** t.l do r.^, th'?^' an* at-r.oluti>Iy 
no •iJvantaf:*"3 . to doln^ so. 4% 

iS. Cine*' Ik gooU part of educ*tJior! policy Urr in th*? .Uirlrsdirtlon of 

to TikvW'v. frozen t Qduoatlon policy? v " ^ 

Enactn^nt of tuition t«jc /recite would t-r^-at*' ?i n>*w form' of 

ewduc^tional flisaistance under ^hc jurisdiction ct' * Hcj.^r '^Tayr. and, 

Mtans *nd^ Senate Fiifajvcc Cpsaittec, -which would iiubstar.t iaily overliap 

with th* aiany existing edu5yiH.ional . assistance programs under the 

jurisdiction of ,th« House i:d^atlon and Labor- and Senate Huaan H^cources 

CojBJsitteaa . The creation . of another hev. fora of assistance under the 

Jurisdiction, of coaonittees not ^JiipVctiy re«ponaible for 'education poltcy 

could only serve to further fragment a^ucation pol:Lcy. / 

.;i.9.' Wliat evidence d<^ you have tha^. famiHiea with inconei above the y 
vedian would prefer loans to a tax credit^aa cXair.ed in your -statement 
ycaterday? \ , 

, ■ ■ ■ , " ■ . \ ■ ■ ' 

While a grant say be preferred to a loan by niost faaillea, non« 

' ■ ■ ■ ' ' ' ■ ■ ■ ■ / . 

of the. txx credit" p.rcipoaal* ar* ag effective aa' oyr loan proposal foti 

'■teiddle ineo©e stu4airt«. A $250 tax credit does nothings for a 4^amlli^ 
facing costs pf $2^,000 * ^^^^ X**^ period for sending one 3ti|dent , 

' through .a Vjigh coit school. Under our proposal, s family of four ,with 
an adJURtr(5 incoae of $i*0^000 i$i*T,000 groGs) would. be eligible fjor a 
,:tjbp lau.'-d f Maranteed loiui. For exaaple*, If an untl^ !*r!'.'iduate borrowed 
the i"i','>oC presently allowed, over four-' yi'ars , the govern«ont would hAve 

. pAid.the ,75 interest for the student while in. school -and during the. nine 
Bonth grate period, after graduation. This would amount to a F'ederal 
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gr«»t or ri,) ' r ' ! eptlre period, or an avera^v* of t^^G per i^Chocl 
year. ;^f* if^liM' t,; ^ student would have ha4 access to a meaningful 
aaauot of tno'.',< ■} Ju lp pa>y the co«t of educatioit. At the i;&JSjc *-ime t\\c 
loJ^idual wo'iM hivo received help with a portion of the liquidity 
pro'bleBi prej?enrr'c! t?y th* $2^,000 in co*t» through the 10 yearo unliable 
for repayiicnt, 

^0.. KroiR^the la»t p«f,e of your statement yesterday, do I gathrr that if 
■ Con^rejs enacta & tajc credit tbt Adaipistration would, accept th/^t *5 an 
*ltern%tlv« to this packai^e? 

If t^m Coi$gr«&a war* to eo^ct g tuition t$x w:redit, the Adjniqistration 

will not""ptw*4^X£r^^^nact«^ of our pi4po»«4 aiiddle-incoae atudent aid • 

iDiti*tiv«. Hov*yef ^ ibov^ld the Coo^re«i enact the, Ad^nistration 

proposal, a tuition credit would clearly riot "be needed. 

21. Given the f*' *- that, privmte achoola only receive about 20 percent of 
BXOC bentfit* vorrur. V> percent in 8E00 and CHS and 3S percent in NISL, , 
wouldn't this^c^'ir' oe better frctt your perspective if it were nore 
b#laQced among tiu' v^riouE programe? 

Our jijtdg»e^rtt w»l: that the mdmt efficient way of direct!/ assisting 
■iddle incone' ^tu ttTtt.:^ was through chiuigec in the Ea^io Grafts, College 
W^rk-Study, aihd Huiriinteed Stiidtnt Lomxi PrograBa, 

As I eaid in my tcstivony, ve have not overlooked these other 
prograaw» and mny :^nrc:'*st acre detailed changes during the reauthori?.at Ion 
process next yr.-ir. ' ■ ' ' ' 
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\ Mx\ Shustur^ ^There are two questions. 
>iSfSt of all, am I accurate in my understanding that I as a Member 
of Congr!6ss, making $57,600 a year with five children, who are either 
in colle^ or on their way to college, if I had no other outside income, 
aiut-jriy 22 percent tax rate, and had my seven exemptions, my wife 
and 1, my children qualify for this free loan? 

In the sense of five of them,'it means the Shuster family can borrow 
interest fre^ from the Federal Govemnient $12,000 a year? Is that 

true? • . . t 1 

Secretary Califano. If - your adjusted family mcome is below 

$40,000, you would be eligible for the interest subsidy under the loan 

program. How much you could borrow in a given year I would have 

to let you know. > 

Mr. Shus^ir. It is not really adjusted gross 

Secretary Califano. It is not interest free. It is interest free while 

y^)u are in school and subsidised— — ^ 
Mr. Shustsr. Yes; I understand. 

It is not fiUljusted gross, the staff tells me; it is income as adjusted 
by the — '-^ / a . ^ , 

Secretary Califano. No; no. Th6 $45,000 figure is adjustfed gross 
for a hypothetical family. The $40,000 figure is the adjusted family 
income ceiling. 

Mr, Shustsr. I am informed by the staff that that is not accurate. 

Secretary CAtiFAXO. Maybe they can resolve that later. 

Mr. Shustkr. I will not quibble over a few thousajid. 

The point I am making is based on this calculation that a Member 
of Congress, that I as a Member of Congress with five kids, if I do 
no]i have any other outside income, can get ujp to $12,600 a year 
iaterest free, and if tbat is not middle-class welfare, I do not know 

what is. ' ■ . I 

I would appreciate your staff looking at this and verifying the 
precise calculation. 

Secretary Califano. If I may comment. . 

I think it is the time and indee<l we may be overdue in some respects 
t^ provide help t^ the middle-class individual in this country in this 
area. I think tne burdens- 

Mr. SpusTER. I understand your position. 

Secretary CalIfano. If you have $45,000 or $40,000 income, and 
you have got three or four of those kids in college, antl they ^-e 
walloping out $20,000 a year to pay for that, I think you deserve 
some help. . 

Mr. Shuster. I understand your position. 

Let me get to my next and last question. 

First, I am informed by the Library of (^ongress that— well, let me 
^y you testified that we have had since 1967,. to 1976, 77 percent m 
the cost of higher education. I am informed by the Library of Congress 
during this same period one measures inflation based on the cost of 
living, cost-of-living increase is slightly over 70 percent. 

Now, if America nad not experienced this 70-peroeht, inflation would 
you agre^ that educational costs would not have ^alated these 77 
percent and indeed would be 7 or 10 or 15 percent, some small part of 
ft, the point beiiig that inflation's the culpjit^ Oie. single biggest pai:t 
; of tiie culprit with ttis 77-percent cost escalation to which you referred 
in ypur t^timony? ' 



ERIC 



C6 



€3 

Secretary Califano. If the country had not— if the last 15 years 
had not pas^, we wbuld not have the prices we have now. ^ 

Mr. Sbtts^m^. Do you agree that — — 

Secretary CAUFivo. It is not fiat pimple. ' 
' Mr. Shusteb. Do you agree Uiat inflation is the single most signif- 
icant culprit here in increasing higher education costs by 77 percent 
between 1967 and 1976? . - 

Secretary Caufako, Th^ reason I hesitate to answer is because I 
do not know the extent to which some other things have become in- 
volved there. 

We have built a tremendous number of conmiunity colleges over 
that period of time, there have been tremendous changes in plant and 
equipment. 

Mf. SijtusTiiH, Sure; tlxere have been other factors. 

That is not the only factor. 

Secre^tary CAuyANo. Thc^ Ithings increased cost 

Mt. Shustbir. Would not any reasonable man agree tliat 

Secretary Calipano. Well, one of the mc^t significant elements, 
ab^Iutely^ of ^ inca^ase in cost. . 

Mr. Shustbb. Would you not/ agi*ee with me thai the overriding 
long term reason we have mflatioa ishecause pf the enormous continous 
deficit spending by this Gpveroinent under both the Republican and 
Democratic . administrations? 

Secretary Caufano. On that! would disagree strongly. 

Mr. Shtj^tkb. We haveX basic disagreement. 
y Thank you vely much. " ' 

Mr. Fqrd. I would like to obsi^e that we did some computations 
^d it comes as a disappointment to your children, but you do not 
qualify for a student loan. \ 

You do not even come close because the figure we have, at least in 
our billj is $40,000 adjusted ffimily income. The ligure the Secretaiy 
used in his statement an estimate of what the gross family income 
which .would generally be talking about a family of four, 1 assume, 
that would qualify. Actually the family with fire tjhildren— family 6f 
seven would qualify at a much highei^ figure than a family of four. 
Even with your five children, with your salary* if you have nothing 
outride of your concessional salaiy, you cannot' make it. 

Mr. Shxjstkb. Will the gentleman yield? ^ 
. That i4 your bill. 

Mr. Ford. Yes. 

Mr. Shuster. That is not the proposal. . ' 
Mr. If OBD. Yes; it is. ^ 

At least in that one resnect, we have adopted the administration's 

f>roposal exactly in our bill, and all we sinlpiy do is clmnge a number 
rom $25,000 to 440,000 in^xk^ng law and the number refers to 
adjusted family income to quaiijjj^&t&dents for subsidized loans. 

And that is an adjusted familyl^^me of $40,000 but obviously the 
family si^e — : — ' • 

Mr. Shuster. If the gentleman would yield; it is $40,000, and if 
the Member of Congress has an income of $57,500, and if he pays 
Federal income tax, 22 percent bracket, that is $12,650, and subtract 
that from $67,500^ and he has seven exemptions and you si^btract 
that from $57,500, and that takes you to $39,000. 
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Mr. FoBD. But the regulations are not quite tiiat generous. 

As I understand it, your regulation provides that arbitrarily you 
take 10 percent off the gross and then you take $750 a head foi each 
dependent Yw are figuring what would happen in the real world 
wnet© you are paying in fact 25-perMnt tax rate, but the method by 
which they adjust toe income in the regulation section of the law 
i^umes a fiat 10-percent tax rat^, and takes it right off the top witliout 
any deductions, which is not quite as generous, particularly for some- 
body with a big firaily. 

\!r. Shust^ib. So someone under these curcumst^ces will only 
qualify if they made about $62,000 a year. 

Mr. Ford, With five chjjdren, yes. 

Mr. ScHrsTEB. Someone making $62,000 a year, a super grade, for 
example, would qualify. 

Mr. Ford. With two children they could only make $45,000, and 
that is where I think the $45,000 figure comes from. 

Mf.' SnusTi^a. I thwik my friend for clarifying this point. 
g I still make fay point. I think this is middlfe-KJUfes welfare. 

Mr. Ford, You frightened me. / • 

Following my experience in handling the pAy raise legislation last 
yeai*, I discovered the surest way to kill anythf^g in the House would 
be to make theflouse Members and their famil^ eligible for it. 

You had me scared to death there for a moment. 

Mr- PjcftKiNs. Do any other Members on the House side have 
anything further? . ^ 

If not, let me say to you, Mr. Secretary, that in my judgment 
there are jtist a few discrepancies that need to be cleared up, and the 
committees and the Congress can move along expeditiously. 

I certainly want to compliment you on your t^timony? It has been 
most enlightening. I t.^mk you have done a wonderful job in explaining 
the whole progTMn, . ^ 

Secretary Caufano. Thank you; Mr. Chairman. ^ 

Mr. Ford. Mr. Chairman, I would |ike to th^nk Chairmaii Fell 
and Chairman Williams for extending our committee the invitation 
t6 participate, with them in this joint meeting here; . \ 

We have a number of college presidents that our compnttee had 
irivited, Mr. Chairman, to testify before the House cominitt^ who 
have patiently waited and we are going to adjourn from this room to 
room 2176, Raybum Building, where we will convene in 15 njunufii*' 

Thank. you, sir. ^ 

Senator Peli^. On the SeneCte side, we are, adjourned. 
' [Whereupon^ at 12:46* p.m., the joint committee hearing was ad- 
journed.] 

• • . o: 



